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Forward-Looking Statements 


This report may contain forward-looking statements about future operations, financial results, objectives and strategies of the Company. 
Forward-looking statements are typically identified by the words “believe”, “expect”, “anticipate”, “intend”, “estimate” and other similar expressions. 


non won nou 


These statements are necessarily based.on estimates and assumptions that are inherently subject to risks and uncertainties, many of which are 
beyond the Company's control. Actual results may differ materially due to a variety of factors, including legislative or regulatory developments, 
competition, technological change, global capital market activity, interest rates and general economic and political conditions i in Canada, North’ 
America or internationally. 


Readers are urged to consider these and other such factors carefully and not place undue emphasis on the Company's forward-looking statements. 


Unless otherwise required by securities laws, the Company does not intend or have any obligation to update or revise any forward-looking statements, 
whether as a result of new information, future events or otherwise. 
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Corporate Profile 


Great-West Lifeco Inc. is a financial services holding company with interests in the life and health insurance, investment and retirement 
savings and reinsurance businesses, primarily in Canada and the United States. 


Lifeco and its companies have more than $96 billion in assets under administration. Its major subsidiaries are The Great-West Life 
Assurance Company (Great-West) in Canada and Great-West Life & Annuity Insurance Company (GWL&A) in the United States. Lifeco 
is a member of the Power Financial Corporation group of companies. 


The Great-West Life Assurance Company 

Great-West and its subsidiary, London Life Insurance Company, serve nine million Canadians with a broad portfolio of financial and benefit 
plan solutions for individuals, families, businesses and organizations. Products are marketed through a network of Great-West and 
Freedom 55 Financial™ security advisors, through brokers and marketing agreements with other financial institutions. 


Great-West is a supplier of reinsurance in the United States and Europe through London Reinsurance Group Inc. (LRG). 


Great-West Life & Annuity Insurance Company 

In the United States, GWL8&A is a leader in providing employee benefits for corporations and in meeting the retirement income needs 
of employees in the public/non-profit sector. GWL&A serves its customers through a full range of managed healthcare, life and disability 
insurance, and defined contribution plans marketed through brokers, consultants, and group representatives, and through marketing 


partnerships with other financial institutions. 
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2001— adjusted for Alta and September 11, 2001. 
Assets under Administration 
Total assets under administration have grown an average of 4% a year for the past five years, despite a decline of 2% in 2002. 


Premiums and Deposits 
Premiums and deposits have increased an average of 9% a year for the past five years, despite a decline of 3% in 2002. 


Earnings per Common Share 
Earnings per common share, at $2.53, were up 15% from comparable 2001 levels, with an average annual growth rate of 21% since 1998. 


Return on Common Shareholder Equity 
ROE was 22.9% in 2002, continuing to rank among the top in the Canadian financial services industry. 


Dividends per Common Share 
Dividends paid on common shares during the year increased 21% to $0.95 per share, with an average annual growth rate of 21% since 1998. 


Book Value per Common Share 
Book value of Lifeco’s common shares has increased an average of 10% a year for the past five years, to $11.68 per share. 
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Financial Highlights 


(in millions of dollars except per common share amounts) 


2002 2001 
Canada U.S. Total Canada UWS Total % Change 
For the years ended December 31 
Premiums: 
Life insurance, guaranteed annuities 
and insured health products S AWG S DBI Y eS SG BONG SG sxe SS 7A0wyx 3% 
Reinsurance & specialty general insurance 3,922 = 95922 3,455 ~ 3,455 14% 
Self-funded premium equivalents 
(ASO contracts) (1) 1,355 8,209 9,564 1,238 8,861 10,099 -5% 
Segregated funds deposits: (1) 
Individual products 1,649 644 2,293 1,586 1,369 2,955 -22% 
Group products 1,163 3,219 4,382 1,045 3,650 4,695 -7% 
Total premiums and deposits SoS 6am oe los 06 1S 27,426 9S) E3209 5S5 1165906 $! 28,226 -3% 
Fee and other income 420 1,387 1,807 391 1,467 1,858 -3% 
Paid or credited to policyholders 8,978 3,615 12,593 8,308 Si DD) 12,030 5% 
Net income attributable to: 
Preferred shareholders Sih Oy - 31 30 l 31 - 
Common shareholders 44] 490 931 249 266 515 81% 
2001 adjustments (2) 
Goodwill amortization - _ - 62 4 66 
Alta - — - - 165 165 
September 11, 2001 = — ~ WE = WS 
Adjusted net income common shareholders (2) 44] 490 931 384 435 819 14% 
Per Common Share 
Basic earnings So) 2.930 $ 1.387 82% 
2001 adjustments (2) 
Goodwill amortization - 0.177 
Alta - 0.444 
September 11, 2001 = 0.199 
Adjusted basic earnings (2) 2.530 2.207 15% 
Dividends paid 0.945 0.780 21% 
Book value 11.68 10.47 12% 
Return on common shareholders’ equity 
Net income 22.9% 13.7% 
Adjusted net income (2) - 20.8% 
At December 31 
Total assets $ 36,010 $ 24,061 $ 60,071 $ 34,690 $ 24,469 $ 59,159 2% 
Segregated funds assets (1) 18,504 17,544 36,048 19,093 19,774 38,867 -7% 
Total assets under administration CA IA Se GOS SOON LO mG DOs Common 44. 2435n oe 98026 -2% 
Capital stock and surplus $ 4,708 $ 4,397 7% 


(1) Segregated funds deposits and self-funded premium equivalents (ASO contracts) 


The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of segregated funds or the claims payments related 
to administrative services only (ASO) Group health contracts. However, the Company does earn fee and other income related to these contracts. 


Both segregated fund and ASO contracts are an important aspect of the overall business of the Company and should be considered when comparing volumes, size 


and trends. 


(2) In addition to net income (Canadian GAAP basis), adjusted net income for 2001 is presented for information. 2001 results include: 


(i) A charge of $66 after-tax or $0.177 per common share related to the amortization of goodwill. On January 1, 2002, the Company stopped amortizing 
goodwill in accordance with new Canadian Institute of Chartered Accountants standard 3062 Goodwill and Other Intangible Assets (see note 1 of the 


Company’s 2002 financial statements). 


(ii) A charge of $165 after-tax or $0.444 per common share related to Alta Health & Life Insurance Company (Alta), an indirect wholly-owned subsidiary and part 


of the Company’s United States Employee Benefits segment. 


(iii) A charge of $73 after-tax or $0.199 per common share from the events of September 11, 2001. 


Return on common shareholders’ equity is also presented excluding 2001 adjustments. 
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___ Business Operations at a Glance 


The Great-West Life Assurance Company (Canadian Operations) 


GROUP INSURANCE 
Employee benefits for 26,000 plan sponsors. Significant positions in all markets — by region, case size and product. 
PRODUCTS AND SERVICES 
Life and accidental death and dismemberment insurance ¢ Short and long-term disability insurance and disability management programs 
Drug/dental/vision coverage not provided by Medicare e Employee assistance plans ¢ Flexible benefit plans * Benefit plans for individuals and their families 
DISTRIBUTION 
975 Great-West and 2,850 Freedom 55 Financial security advisors 
2,800 Investors Group consultants 
Independent brokers and benefit consultants 


INDIVIDUAL INSURANCE AND INVESTMENT PRODUCTS 
Financial security. products for individuals, and retirement savings and income products for groups and individuals. 
PRODUCTS AND SERVICES 
Participating and non-participating life insurance ¢ Disability and critical illness insurance 
Registered and non-registered savings & income products, including 260 segregated funds ° 40 exclusive mutual funds through Quadrus Investment Services 
DISTRIBUTION 
975 Great-West financial security advisors distribute Great-West and third-party products 
2,850 Freedom 55 Financial security advisors distribute proprietary London Life products, Great-West and pHi nary procter 
2,800 Investors Group consultants distribute Great-West products Ny 
8,700 independent brokers and 2,600 representatives of intercorporate partners distribute Great-West products 


INVESTMENT MANAGEMENT AND ADVISORY SERVICES 
Fund management, investment and advisory services for more than 200 institutional clients through 
GWL Investment Management Ltd. and London Life Investment Management Ltd. 


Real estate investment and advisory services through GWL Realty Advisors Inc., one of Canada’s largest real estate investment advisors. 


REINSURANCE 


Life, property and casualty, accident and health, and annuity reinsurance through London Reinsurance Group, a successful niche reinsurance company. 
Distributed through LRG staff and independent brokers in the United States and Europe. 


STATISTICS 
Serves 9 million Canadians: 
7 million Canadians covered under employee benefit plans ¢ Nearly 2 million individual insurance clients 
500,000 segregated fund clients ¢ 400,000 group retirement plan members 
MARKET SHARE 
Employee benefits — 18% 
Individual life insurance in force premium — 17% 
Individual living benefits in force premium — 21% 
Group segregated funds — 22% 
Individual segregated funds — 26% 
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Great-West Life & Annuity Insurance Company (United States Operations) 


EMPLOYEE BENEFITS 
Life, health and disability insurance products for more than 5,000 corporate employers 
PRODUCTS AND SERVICES 
Life, health, dental and disability insurance ¢ Managed healthcare programs ¢ Flexible benefits accounts 
DISTRIBUTION 
325 sales and service staff 
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FINANCIAL SERVICES 
Retirement savings plans, life insurance products and services for individuals and employees of state and local governments, 
hospitals and non-profit organizations, public school districts, and private businesses. 
PRODUCTS AND SERVICES 
Employer-sponsored, defined contribution programs and services 
Recordkeeping and administration e Enrollment and education e Proprietary and non-proprietary investment options 
Communications ¢ Private label annuity products ¢ Corporate-owned life insurance ¢ 401(k) savings products and rollover IRA products 
Recordkeeping and administration services for financial institutions 
DISTRIBUTION 
Nearly 300 representatives and service personnel e Marketing agreements with financial institutions to distribute individual life insurance 
Independent marketing agencies distribute pension products ¢ BenefitsCorp distributes pension products and services 
FASCorp distributes recordkeeping and administration services ¢ Clarke/Bardes Inc. distributes business owned life insurance products 
Charles Schwab & Co. Inc. distributes individual life insurance and annuities 


STATISTICS 
2.2 million medical members ¢ 475,000 401(k) members 
1.3 million public/non-profit defined contribution pension plan participants ¢ 375,000 FASCorp third-party participants 
One of the largest healthcare companies in America ¢ Significant market share in state and government deferred compensation plans 
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Directors’ Report to Shareholders 


While the year 2002 posed many challenges for investors, for Lifeco’s shareholders the story was a familiar one — strong results, 
stable growth and increasing shareholder value. 


Lifeco approached its first billion dollar year in earnings in 2002, as earnings attributable to common shareholders reached $931 
million. On a per common share basis, earnings were up 15% over 2001, to $2.53 per share. Earnings growth was strong in both our 
subsidiaries — with earnings from Great-West Life in Canada increasing 15% to $441 million, and earnings from Great-West Life & Annuity 
in the United States up 13% to $490 million. 

Return on equity, at 22.9%, led the Canadian insurance industry and ranks among the highest reported ROEs for a Canadian 
financial services company. For the 10th consecutive year, we increased dividends paid to common shareholders. In 2002, dividends 
increased 21%, for an average annual growth rate of 21% since 1998. 
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Over the past five years, both earnings per common share and dividends per common share 
have recorded an average annual growth rate of 21%. 


As confidence in the economic environment declined, consumers and businesses continued to turn to Lifeco’s subsidiaries 
as a source of stability. Although overall premiums and deposits for total Canadian and United States operations declined 3% over 
2001, premiums for guaranteed products — such as life insurance, guaranteed annuities and insured health products — increased 
3%. These products are well suited to an environment where consumers and businesses have become much more conservative 
with their money. 

Consumer concerns with security were also reflected in the segregated and mutual funds markets, where the industry 
continued to experience escalating levels of withdrawals in 2002. For Lifeco, however, the decline in segregated funds assets 
of 7% compared very favourably with the industry, particularly in Canada. Other assets grew 2%, with total assets under 
administration ending the year down 2% to $96 billion. 

This performance points to one of the attributes that enables Lifeco to consistently generate strong results in a less than 
favourable operating environment — the powerful distribution systems developed by our subsidiaries on both sides of the border. 
These distribution systems reflect the unique needs of the markets in which they operate, and range from systems where clients 
form enduring relationships with their representative or advisor that are focused on the long term, to partnerships with major 
financial institutions and innovative Internet-based distribution systems. 

Lifeco’s income is generated from a well-balanced variety of sources, including premiums from traditional insurance 
products, fees and deposits from wealth accumulation products, and fees from a growing range of services. Professionals 
and self-employed individuals, families, small businesses, large organizations and other insurers look to us to help protect their 
financial security, manage adverse events, administer their benefit and pension plans, plan for retirement and maintain their 
health and wellness. 

As well, our earnings continue to be diversified geographically in Canada and the United States. 

All these sources, however, share a common attribute — a disciplined management focus on core competencies. 

Our subsidiaries combine innovative products and services with conservative management that keeps them focused on markets 
where they have the experience and expertise to set the standard for the marketplace. Disciplined expense management and 
the scale of our operations allow us to offer clients excellent value for their money. Our philosophy of offering competitive 
pricing consistent with providing sustainable, high quality products and services, is at the core of our track record of quality that 
clients can depend on and consistent, superior performance for shareholders. 

The past two years have been years of challenge and opportunity for Lifeco and its subsidiaries. Thanks to the expertise, 
innovation and hard work of the people in our offices across Canada, the United States and internationally, Lifeco’s companies 
have managed the challenges and continued to build on the opportunities. Our success is testament to the skills and dedication 
of these people. On behalf of the Board of Directors, we thank them, and extend our appreciation to our customers and 


shareholders for their continued support. 


Oe ae ee ee 


Robert Gratton Raymond L. McFeetors William T. McCallum 
Chairman of the Board Co-President and Co-President and 
Chief Executive Officer Chief Executive Officer 
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Sources of revenue ($ billions) 


Self-funded (ASO) 1.4 
Segregated funds deposits — Individual 1.6 
Segregated funds deposits — Group 1.2 


Insurance products 8.2 


Fee and other income 0.4 


Great-West Life’s distribution power, product and service diversity, and financial strength enabled the Company to continue 
to deliver results for clients and investors in the difficult operating environment of 2002. 

Great-West and its subsidiary, London Life, outperformed the industry in many areas, and experienced strong growth in 
several key markets. 

Earnings increased 15% over 2001, reflecting solid performance in the Company's main lines of business. Great-West saw 
significant gains in premiums and deposits and fee income while assets remained essentially flat year over year at $54.5 billion. Fee 
income increased 7% and overall premiums and deposits increased 9% over 2001, with growth occurring in all lines of business. Most 
notably, deposits increased for both individual and group segregated funds, despite eroding consumer confidence in the market. 

The strong distribution systems of Great-West and Freedom 55 Financial continue to offer a competitive advantage. With 17,000 
financial security advisors, brokers and consultants distributing Great-West or London Life branded individual and group products and 
services, the Company has significant reach in the Canadian marketplace. The expertise and value offered to clients by these 
representatives is a major factor behind the Company's success. 

As well, Great-West's innovative support network, The Resource Centre™, provides financial security advisors with access to 
product specialists and offers marketing support that is unparalleled in the industry. This unique Canada-wide network offers a 
distinct marketplace advantage in providing expert solutions for clients. 

This success is reflected in 2002 performance in three important areas. The first is in our individual segregated funds business, 
which outperformed the market in terms of growth and relatively low redemptions in 2002. Persistency — a measure of client 
confidence in the Company's products and services — was notably strong in group insurance and in both individual and group 
segregated funds. Sales of participating life insurance increased significantly over 2001 and outpaced the industry — an indication 
that people are turning to Great-West in their quest for financial protection for themselves and their families. 

Great-West continues to seek out efficiencies that reduce expenses and enhance its very competitive unit costs. The Company's 
financial strength is reflected in its very strong Minimum Continuing Capital and Surplus Requirements (MCCSR) ratio of 223%. As 
well, Great-West and London Life continue to receive superior ratings from the major rating agencies. 
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Agreement signed with National Bank of Canada 

In November 2002, Great-West and London Life, together with Investors Group Inc., signed an agreement with National 
Bank to distribute banking products and services. The agreement will permit financial security advisors to offer their clients 
access to a broad range of banking products and services, from an experienced private-label banking supplier. 

Reinsurance market in transition 

Reinsurance markets around the world reacted to the events of September 11, 2001 with higher premium rates, an 
increased counterparty credit focus, and tighter contract conditions that should hold for the foreseeable future. At the same 
time, there were new entrants to the market and several reinsurers exited the business. London Reinsurance Group holds a 
strong market position in the financial reinsurance market with opportunities for controlled growth over time. 
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Group benefits 
In 2002, Great-West reinforced its position as a premier provider of employee benefits solutions in Canada. 


In a year when industry sales generally declined, Great-West's group sales increased 5%. During 2002, Great-West sales in 
the small and mid-size case markets were particularly strong, accounting for more than 30% of total industry sales in these 
market segments. In the large case market, sales of insured cases also showed strong growth, although sales of new 
administrative services only (ASO) cases declined, reflecting market conditions. That performance, coupled with a record client 
persistency level of 96%, resulted in strong overall growth for Great-West's group insurance business. 

Already a leader in terms of low unit costs, Great-West also helps clients control both their plan administration and claim 
costs. Employers have been taking advantage of the online administration power of Great-West's industry-leading GroupNet™ since 
1996, when the Company became the first insurer in Canada to offer Internet-based benefits services for plan sponsors. 

In mid-2003, Great-West will introduce GroupNet: online services for plan members. These services will include the ability for 
plan members to, in real time, look up detailed information on plan coverage and claims, print personalized claim forms, and 
access a broad range of health and wellness information. Not only will this offer enhanced service for plan members, it will help 
reduce the administrative load on plan sponsors. 

Great-West also helps clients control claim costs through a broad range of plan designs. In 2003, Great-West plans to introduce 
an ASO plan designed for the mid-size case market. ASO plans offer employers another option to control their benefit plan costs. 

The Company will also introduce a wide array of new cost containment prescription drug plans, including tiered formularies, 
frozen formularies and dispense fee, and plan maximums. These plans will allow an employer to tailor drug coverage to their 
circumstances, helping them address the rapidly increasing cost of drug plans. 
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In the group disability market, Great-West has a history of helping plan sponsors manage claims and of supporting 
disabled employees in their recovery and return to work. In 2002, the Company introduced the services of disability 
management consultants, who assist plan sponsors in the design and implementation of absence management, workplace 
safety and claim management programs. 

The Company's claims process places the emphasis on managing disability claims rather than simply adjudicating and 
paying claims. Disability case managers co-ordinate the efforts of medical co-ordinators, vocational rehabilitation consultants, 
the employer and external specialists. Their goal is to help ensure that, at an early date, the disabled employees receive 
effective medical care and become involved, when appropriate, in return-to-work programs. State-of-the-art disability tracking 
systems and reporting tools ensure these activities are well co-ordinated, while protecting the privacy of individual claimants. 

In 2003, Great-West is expanding its spectrum of disability-related programs and services to address non-medical 
issues affecting employee absence. Exchange™ isa new communications-based approach that helps to identify and resolve 
non-medical issues in the early stages of an employee absence. Through facilitated meetings between the employee and 
supervisor, this program can help identify and remove potential barriers in the workplace and help the employee safely return 
to work. 

With the addition of Exchange, Great-West offers a broad spectrum of disability-related programs and services, 
from traditional claims adjudication services to case management, early intervention and employee assistance programs. 


Selectpac™, Great-West's industry leading group benefits product for small employers, 
accounts for one out of every three sales in the Canadian small case market. 


Individual insurance 

Great-West's individual life insurance performance significantly outpaced the industry in 2002. Although life insurance 
sales were down 2% across the industry’, Great-West's individual life insurance sales, including those of London Life, 
measured by annualized premium, increased by 11% to $108 million in 2002, while revenue premium exceeded $1.6 billion. 

This success reflects the Company's strong portfolio of traditional term and, in particular, its participating life insurance 
products, where sales increased 28% over 2001. Sales were particularly strong in the wealth management market, where the 
strength of the participating insurance portfolio with its long-term track record, low volatility participating account, and 
cost-effective life insurance protection, offers an excellent solution to consumers’ desire for segurity. Together with London 
Life, Great-West continues to have a dominant market position, with more than 40% of Canadian participating insurance sales. 

In 2002, Great-West celebrated a milestone anniversary — 60 years since it became the first Canadian company to 
develop and sell its own individual disability insurance product. The Company continues to be a leading source of disability 
insurance in Canada. Sales of disability insurance increased modestly in 2002, with approximately 70% of new sales 
continuing to come from the self-employed market. 

Great-West is also emerging as a market leader in critical illness insurance. The Company's Oasis™ product is one of 
the most flexible, competitive and affordable critical illness products on the market, contributing to the 9% increase in sales in 
the Living Benefits line in 2002. 


Wealth accumulation and management 

Great-West, together with London Life, is a leading provider of investment funds in Canada. Both mutual fund and 
segregated fund assets under management were relatively stable, despite difficult markets and investor anxiety. 

In 2002, Great-West experienced a redemption rate of 9.9% in segregated funds and Canadian long-term mutual funds, 
which compares favourably with 13.9% in the Canadian mutual fund industry. The Company increased its market share of 
individual segregated funds assets by 2% to 25.8%, remaining the leader in Canada. According to 2002 mutual fund asset 
statistics published by the Investment Funds Institute of Canada (IFIC), total Canadian mutual fund assets decreased by 8%, 
while the Company’s individual retail segregated fund assets grew during the same period. 

t source: LIMRA 
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The strength of the Company’s distribution relationships is a key factor in this growth. Great-West and Freedom 55 Financial 
security advisors help clients build a portfolio to meet long-term needs and avoid “favourite fund" picking. As a result, in 2002 
almost $1 of every $5 of net sales in the investment fund industry went to Great-West or London Life segregated or mutual funds. 
For individual segregated funds, Great-West recorded a 68% share of net sales. 

In 2003, Great-West will provide financial security advisors with greater access to client account information online, which 
will assist them in serving clients. In addition, financial security advisors will receive enhancements to their asset allocation 
program, enabling them to more fully customize clients’ investment portfolios. 

Mutual fund dealer one of the largest in Canada 

Quadrus Investment Services is one of largest mutual fund dealers in Canada in terms of distribution, with more than 3,000 
investment representatives. In addition to offering 40 exclusive mutual funds through Quadrus Group of Funds™, Quadrus 
administers assets in more than 2,000 other brand name funds. 

Through its accommodation service, Quadrus offers clients the opportunity to consolidate all their mutual funds into a 
single investment plan. This makes it easier for clients to track their progress towards achieving their financial goals and 
simplifies tracking foreign content in a registered portfolio. 

In 2002, Quadrus earned membership in the recently established Mutual Fund Dealers’ Association (MFDA). It also launched 
an industry-leading tool, invest@Quadrus™, which enables investment representatives to quickly purchase, switch and redeem 
funds online, enabling them to be more proactive and responsive to clients’ needs. 

In 2002, Quadrus introduced a proprietary premium-class money market fund. Although Quadrus encourages a long-term 
approach to investing, this new product offers affluent clients a low-risk vehicle to hold assets of $100,000 or more for short periods. 

Quadrus continues to assist Great-West investment representatives to transfer their mutual fund registration — and client 
portfolios — to Quadrus. 


Great-West outperformed the market in sales of retail investment funds and participating life insurance 
in 2002 — a reflection of the trust clients place in the Company's financial security advisors. 


Group retirement services 

Unlike the Canadian group retirement market, which saw a 30% drop in new sales premium* in 2002 and a 35% reduction in 
lump-sum transfers between group retirement providers, Great-West was up year-over-year in both cash flow and transfers. 

A market leader, Great-West’s Group Retirement Services division gained more than 30% of all new plans in the Canadian 
group retirement market in 2002. This growth reflects the efforts of the Company's experienced group retirement specialists in 
11 cities, the flexibility of the Envision your retirement product in meeting the needs of even small groups, and the distribution 
partnership with Investors Group, where sales through Investors Group consultants more than doubled. 

During the year, the division worked with industry regulators to develop guidelines around best practices for group 
retirement clients. The Company’s standards ideally position it to help ensure clients’ compliance with regulations. The division 
launched a compliance management system, along with the first in a series of publications addressing clients’ fiduciary 
responsibilities to plan members. A new fund manager report — customized for each client — also sets an industry standard. 
These tools, which enable plan sponsors to meet compliance and disclosure requirements, give Group Retirement Services a 
significant competitive advantage. 

Current plan members also benefited from the introduction of a proprietary online retirement planning guide illustrating 
current client information and permitting the member to develop a plan for the future. In addition, a new third-party language 
service enables plan members to receive assistance via telephone in any of 140 languages. 

In 2003, Group Retirement Services plans to work closely with Great-West's Group division to cross-sell group retirement 
and group insurance services. Group Retirement Services will also promote an asset retention product allowing group plan 


members to keep their investments with the Company after a plan member leaves the plan. 


*source: LIMRA results at September 30, 2002. 
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Sources of revenue ($ billions) 


Segregated funds deposits — Individual 0.6 
Segregated funds deposits — Group 3.2 


Fee and other income 1.4 
Self-funded (ASO) 8.2 


Insurance products 3.0 


Despite a U.S. business environment that saw many well-known companies struggle and even fail, Lifeco’s United States 
subsidiary, Great-West Life & Annuity Insurance Company, continues to demonstrate:solid results. 

A leader in nationwide, self-funded health plans, the Company’s unique approach to funding provides an attractive option to 
employers looking for help in managing their healthcare costs. The Company’s negotiated provider discounts, proven disease 
management programs, and variety of wellness initiatives all combine to make its healthcare plans especially appealing as costs 
continue to rise. 

GWL&A maintained its premier market position in the public and non-profit financial services marketplace. The Company counts 
13 of the 50 states among its defined contribution pension plan customers, and its exceptionally high retention rate on public/non- 
profit contract renewals is testimony to the quality of the products and service GWL&A provides its customers. 

Several years ago, GWL&A identified a large market for high-value, low-cost life insurance and successfully introduced products 
tailored to bank customers. In 2002, sales increased, to more than 53,000 policies. GWL&A plans to continue to grow this line of 
business by expanding the number of large financial institutions offering its life insurance products. 

This mix of health, defined contribution pension plans, and life insurance allows GWL&A to provide continually solid overall 
results year after year even when a particular business segment experiences economic and competitive challenges as the healthcare 
unit has this past year. 

The U.S. economy, with low interest rates, weak stock markets, and growing unemployment rates, tested the Company as 
premiums and deposits decreased 11%. The Company took advantage of the slowing marketplace to streamline processes, further 
improve service, and cut expenses. These actions, in combination with its re-priced block of healthcare business, resulted in net 
income increasing 13% over 2001 and help position the Company for future sales growth. 


GWL&A continues to be a leader in nationwide, self-funded health plans, that use unique 
funding methods to help employers manage healthcare costs. 
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Employee benefits 

The Employee Benefits Division provides innovative healthcare programs to more than 5,000 mid-sized employers. 

These benefits include a range of plan designs and state-of-the-art cost and care management procedures, as well as 
comprehensive networks that help ensure quality care. The Company's proprietary provider network involves more than 
345,000 physicians and 3,700 hospitals. 

Employee Benefits continues to develop its strengths: choices in health plans with innovative care management tools built 
in to control costs, and traditional self-funding arrangements. 

Healthcare management — specifically the Division’s strong disease management program — is the underpinning of its 
medical offerings. Reinforcing that are complementary alternative care networks and discounts, managed mental health, maternity 
and neonatal interventions, and excellent pharmacy programs. In 2002, 60% of health plan members were participating in 
three-tier pharmacy programs that broaden members’ choices and offer cost-savings opportunities. Also, the division introduced 
an online interactive wellness system and made it available to members of every health plan offered. 

GWL&A‘s health plans had approximately 2.2 million life and health members at the end of 2002. The Company relies on 
extensive provider contracting and the efforts of its regional medical directors to make its networks competitive. These providers 
deliver the services members need nationwide. In addition, this year Employee Benefits introduced an online program that helps 
identify hospitals with superior outcomes for certain ailments — thus simplifying access to the right providers for members who 
need care. Such programs are imperatives for businesses today. 

Employee Benefits works to ensure that members and employers alike have user-friendly technology at their fingertips. 

This year, the division increased claims payment efficiency and enhanced the value offered to clients from online billing and other 
Internet-enabled functions. 

To help employers handle medical cost inflation, Employee Benefits draws on its expertise in medical cost management, 
product design, underwriting management, and dedicated provider contracting. Over the last three decades, the insurance 
industry has attempted to contain costs by managing the supply of healthcare through network discounts, pre-certification, and 
gatekeepers. The Company recognizes that overseeing supply is only half the equation — we must also manage demand if 
healthcare costs are to be sustainable for the long term. 

It’s that understanding that yielded the division's healthcare management program — the cornerstone of our medical offerings. 
It combines the strength of the Company's nursing staff with predictive risk programs that analyze medical and drug claims. 
When potential cases are identified early, the nursing team has the opportunity to educate and monitor these individuals with the 
goal of averting, or at least limiting, catastrophic health events and related expenses. 
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GWL&A‘s disease management program for members with diabetes, asthma, coronary heart disease and other chronic 
illnesses is the first of its kind to be included in every benefits plan offered, no matter what health plan type. The program is 
responsible for saving employers an average of US $1,455 per participating member — savings customers can use to help their 
benefits programs remain viable and affordable. 

Health plan members are also part of the answer to rising healthcare costs. The Company gives employers the tools and 
services to engage them in demand management. This is helping return control to employers — giving them a complete program 
with customer care techniques applied at every point in the healthcare continuum. As well, the Company provides the education 
and support that helps employees make sound choices on behalf of their health, and the health of their Company’s benefit plan. 

It is GWL&A’s commitment to serve as the best steward of clients’ benefits dollars. The Company continues to develop its 
core strengths: health plans with built-in care management tools to control costs, and traditional self-funding arrangements. Those 
two attributes — employer control and savings-participation opportunities — are enduring values for the division. They represent the 
kind of solutions employers seek, and they are the foundation upon which the Company's customer-focused programs rest. 


The Government Markets Group renewed approximately 85% of the plan sponsor relationships 
that were up for review in 2002. 


Financial services 

2002 was a year of strength for the Financial Services Division. The division has carved out a niche providing retirement 
savings and income plans for various public and non-profit organizations, and distributing life insurance through partnerships with 
banks and brokerages. The division expanded its relationships or participant base in all its major market groups — government 
organizations, healthcare organizations, educational institutions and major financial institutions. 

Government markets 

For 2002, the Government Markets Group faced two significant challenges, among the other economic and geopolitical 
factors affecting all financial markets. The primary focus was on renewing the large number of plan sponsor relationships that 
were up for review in 2002. The Group's efforts resulted in renewing approximately 85% of the plan sponsor relationships that were 
up for review. Major plan sponsor relationship renewals in 2002 included the County of Los Angeles, the City of Philadelphia, State 
of Florida, Ft. Worth Transit District, City of Virginia Beach, Municipality of Anchorage, and the Port of Seattle. 

The second challenge was the very few new prospects coming to bid in the division's target market, with 2002 producing one 
of the smallest number of qualified large-case government prospects in the past seven years. Nonetheless, the division established 
new client relationships with State of Vermont, as well as the County of Orange, California which was implemented in early 2002. 

The Company's overall position in the defined contribution market continues to be significant. In its annual ranking of record 
keepers, Plan Sponsor Magazine rated GWL®A as the 10th largest defined contribution recordkeeper in the country. Nearly half 
this business Is attributable to the government market, making it the single largest market for GWL&A. 

Healthcare markets 

GWL&A is one of the few healthcare market providers today willing to enter into a true full disclosure relationship with plan 
partners to ensure their employees maximize their opportunities in their 403(b) / 401(k) / 457 plans. The Company's Partnership Plus 
approach has permitted it to maintain, and continue to develop, relationships with some of the country’s largest healthcare systems. 

Education markets 

EducatorsMoney™, a proprietary service of GWL&A, has created a vehicle to make it easy for educators to access no-load 
mutual funds through 403(b) and 457 voluntary retirement plans. EducatorsMoney has partnered with 19 new educational 
institutions with a business model that provides educators with a low-cost alternative to traditional, high expense ratio variable 
annuities sold by commissioned agents. In 2003, EducatorsMoney will continue to lead the transition of the education retirement 
market to a low-cost institutional model delivering a valuable benefit to our nation’s educators. 

Advised Assets Group™, LLC (AAG) 

As a federally registered investment advisor, AAG provides objective investment information and advice for GWL&A’s defined 
contribution plan sponsors and participants, helping them become more knowledgeable in their investment decisions. As of the 
end of 2002, AAG offers its online investment advisory services to more than 70 public/non-profit and private sector retirement 
plans, serving more than 65,000 participants. 
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Individual markets 

By partnering with the leading U.S. banks, GWL&A provides a simple, convenient and affordable way for the broad middle 
market to purchase life insurance coverage. In 2002, the Company placed more than 53,000 policies through partnerships with 
prestigious financial institutions — Huntington, U.S. Bank, Fifth Third, Hirman Insurors (a consortium of credit unions), Citibank, 
SunTrust, TCF Bank, AmSouth, Affiliated Financial Services and Bank One. The Company continues to emerge as a leader in 
helping banks change the way traditional life insurance is provided to the middle market. 

In addition, the Company maintained its partnership with Charles Schwab, offering fully underwritten life insurance and 
individual annuities, and with Internet product providers, Quotesmith and InsWeb. 

The Company also increased its Corporate-Owned Life Insurance assets by $300 million last year. 

To further meet the needs of America’s corporate executives, GWL&A added a new retail mutual fund investment option to 
complement its variable universal life products. This new product helps round out the division’s non-qualified executive benefits 
offering by consolidating life insurance and mutual fund options into one package. 


Through partnerships with prestigious financial institutions, GWL&A is emerging as a leader in providing 
a simple, convenient and affordable way for the middle market to purchase life insurance. 


FASCorp 

FASCorp, a wholly-owned subsidiary of GWL&A, markets recordkeeping and administrative services to defined contribution 
plan sponsors through financial institutions. During 2002, FASCorp expanded its existing relationships with three different 
institutional partners, resulting in a significant increase in the volume of business from these partners. FASCorp continues to be 
one of the leading defined contribution services companies in the United States. 

FASCorp is also experiencing increased interest in its services from other financial institutions seeking more cost effective 
solutions to their recordkeeping needs. The Company believes 2003 will bring high activity as many financial institutions evaluate 
the options of outsourcing defined contribution services after being faced with three consecutive years of declining revenues as 
a result of the stock market. 

During 2002, FASCorp also implemented a number of service enhancements, including online forms for participants and plan 
sponsors; online benefit payment approvals for plan sponsors; online prospectuses for participants; electronic participant 
statements; and electronic consent management for participant services. 

Changing investment options and funds on existing plans has been a difficult and challenging task for many recordkeeping 
companies. FASCorp has established a leadership position in plan takeover and asset conversions. A significant milestone was 
achieved in 2002 when $2 billion was mapped from over 5,000 401(k) plans for an institutional partner without participants being out 
of the market during a single business day. 

During 2003, participants will be offered more ways to initiate transactions electronically and plan sponsors and third-party 
administrators will be offered new electronic interfaces to reduce the time and effort required to administer their plans. Offering 
cost effective, high quality services and systems are the keys to our financial institutional partner’s success, participant account 
growth and plan sponsor satisfaction. 

401(k) 

2002 was a year of transition for GWL&A’s corporate 401(k) business. By merging the previous 401(k) department with 
Financial Services, the Company reduced overhead, eliminated duplicate processes, and streamlined administration, allowing the 
Company to more effectively service customers. Due to this transition, sales results were lower than initially expected, however 
the Company is confident that these changes will lead to increased sales supported by a more efficient infrastructure. 

In 2002, the Company also introduced a more disciplined fund evaluation/due diligence process for customers. This includes 
an objective fund selection and elimination method to ensure that customers offer a competitive fund array to their participants. In 
addition, the Company enhanced service by adding a focused plan support center, dedicated Client Relationship Managers, and a 
specialized 401(k) sales force. 

With these changes in place, the Company expects to see increased sales and higher earnings for corporate 401(k) in 2003. 
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Management’s Discussion and Analysis 


The Management’s Discussion and Analysis (MD&A) 
presents management’s view of the financial position and 
performance of Great-West Lifeco Inc. (Lifeco or the 
Company) in 2002 compared with 2001. The MD&A 
provides an overall discussion, followed by analyses of the 
performance of its two major subsidiaries, The Great-West 
Life Assurance Company (Great-West) and Great-West Life 
& Annuity Insurance Company (GWL&A). 


Forward-looking Statements 


This report may contain forward-looking statements about 
future operations, financial results, objectives and strategies 
of the Company. Forward-looking statements are typically 
identified by the words “believe”, “expect”, “anticipate”, 
“intend”, “estimate” and other similar expressions. 


These statements are necessarily based on estimates and 
assumptions that are inherently subject to risks and 
uncertainties, many of which are beyond the Company’s 
control. Actual results may differ materially due to a variety 
of factors, including legislative or regulatory developments, 
competition, technological change, global capital market 
activity, interest rates and general economic and political 
conditions in Canada, North America or internationally. 


Readers are urged to consider these and other such factors 
carefully and not place undue emphasis on the Company’s 
forward-looking statements. 


Unless otherwise required by securities laws, the Company 
does not intend or have any obligation to update or revise 
any forward-looking statements, whether as a result of new 
information, future events or otherwise. 


Businesses 


In Canada, through Great-West and its major subsidiary 
London Life Insurance Company (London Life), and in the 
United States, through GWL&A, a wide range of life and 
health insurance, and retirement and investment products 
are sold to individuals, businesses and other private and 
public organizations. As well, as part of Canadian operations, 
Great-West offers reinsurance products in specific niche 
markets in the United States and Europe through its 
subsidiary, London Reinsurance Group Inc. (LRG). 


Lifeco currently has no other holdings and carries on no 
business or activities unrelated to its holdings in Great-West, 
GWL&A and their subsidiaries. Lifeco is not restricted to 
investing in the shares of Great-West, GWL&A and their 
subsidiaries and may make other investments in the future. 


Translation of United States Dollars 


Throughout this report, United States dollar assets and 
liabilities are translated into Canadian dollars at the market 
rate at December 31 for the respective years. All income and 
expense items are translated at an average rate for the year. 
The rates employed are: 


Balance 
Years ended December 31 Sheet Operations 
2002 $ 1.5800 $ 1.5700 
2001 1.5930 1.5490 
2000 1.5000 = 1.4853 


The effective rate for the translation of GWL&A’s net 
income reflects the translation of US dollar operations at the 
average daily rate for the period, together with realized gains 
and losses associated with forward foreign exchange 
contracts used to manage the translation volatility. For the 
year ended December 31, 2002, the effective rate was 
$1.5295 ($1.4862 for the year ended December 31, 2001). 
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Management’s Discussion and Analysis (cont'd) 


2002 CONSOLIDATED OPERATING RESULTS 


Selected Consolidated Financial Information (in $ millions, except per common share amounts) 


2002 2001 
Canada U.S. Total Canada US. Total % Change 
For the Years ended December 31 
Premiums: 
Life insurance, guaranteed annuities 
and insured health products Sy 4276 S989 e265) S99 6N S026 See 02D) 3% 
Reinsurance & specialty 
general insurance 35922 ~ HD 3,455 = 3,455 14% 
Self-funded premium equivalents 
(ASO contracts) (1) 16355 8,209 9,564 1,238 8,861 10,099 -5% 
Segregated funds deposits: (1) 
Individual products 1,649 644 D293 1,586 1,369 DOSS -22% 
Group products 1,163 ANY 4,382 1,045 3,650 4,695 -7% 
Total premiums and deposits VIS GSS Se7275 FSB Simos SG Ve 2ws -3% 
Fee and other income 420 1,387 1,807 391 1,467 1,858 -3% 
Paid or credited to policyholders 8,978 3,615 12,593 8,308 3/22, 12,030 5% 
Net income attributable to: 
Preferred shareholders il = 31 30 1 Sil = 
Common shareholders 44] 490 931 249 266 5115 81% 
2001 adjustments (2) 
Goodwill amortization = — - 62 4 66 
Alta - - — - 165 165 
September 11, 2001 - — - US = 73 
Adjusted net income common 
shareholders (2) 44] 490 931 384 435 819 14% 
Per Common Share 
Basic earnings B. 2X0) Sue 387 82% 
2001 adjustments (2) 
Goodwill amortization - 0.177 
Alta — 0.444 
September 11, 2001 - 0.199 
Adjusted basic earnings (2) 2.530 2.207 15% 
Dividends paid 0.945 0.780 21% 
Book value per common share $ 11.68 $ 10.47 12% 
Return on Common Shareholders’ Equity 
Net income 22.9% 13.7% 
Adjusted net income (2) = 20.8% 
At December 31 
Total assets $ 36,010 $ 24,061 $ 60,071 $ 34,690 $ 24,469 $ 59,159 2% 
Segregated funds assets (1) 18,504 17,544 36,048 19,093 19,774 38,867 -7% 
Total assets under administration SU54514) SeAG05) SOCIO S533785) S24 48 So 81026 -2% 
Capital stock and surplus $ 4,708 $ 4,397 7% 


(1) Segregated funds deposits and self-funded premium equivalents (ASO contracts) 


The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of segregated funds or the claims payments 
related to administrative services only (ASO) Group health contracts. However, the Company does earn fee and other income related to these contracts. 


Both segregated fund and ASO contracts are an important aspect of the overall business of the Company and should be considered when comparing volumes, size 
and trends. 


(2) In addition to net income (Canadian GAAP basis), adjusted net income for 2001 is presented for information. 2001 results include: 


(i) | A charge of $66 after-tax or $0.177 per common share related to the amortization of goodwill. On January 1, 2002, the Company stopped amortizing 
goodwill in accordance with new Canadian Institute of Chartered Accountants standard 3062 Goodwill and Other Intangible Assets (see note | of the 
Company's 2002 financial statements). 


(ii) A charge of $165 after-tax or $0.444 per common share related to Alta Health & Life Insurance Company (Alta), an indirect wholly-owned subsidiary and 
part of the Company’s United States Employee Benefits segment. 


(iii) A charge of $73 after-tax or $0.199 per common share from the events of September 11, 2001. 
Return on ‘common shareholders’ equity is also presented excluding 2001 adjustments. 
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Management’s Discussion and Analysis (cont'd) 


Quarterly Financial Information (in $ millions, except per common share amounts) 


Net Income - Adjusted Net Income - 


Total Common Shareholders Common Shareholders (1) 

Revenue Total Basic Per Share Total Basic Per Share 

2002 Fourth quarter $ 4,242 $ 2359 0.641 N/A N/A 
Third quarter 4,429 240 0.653 N/A N/A 

Second quarter 3,648 234 0.634 N/A N/A 

First quarter 4,313 222 0.602 N/A N/A 

2001 Fourth quarter $ 4,286 189 $ 0.510 $ 208 $ 0.562 
Third quarter 3,922 124 0.334 UNS) 0.576 

Second quarter 4,051 36 0.097 216 0.580 

First quarter 3,789 166 0.446 182 0.489 


(1) 


included in net income: 


Adjusted Net Income for 200] is presented to enhance comparable results by excluding non-recurring items. During these periods, the following items were 


- Amortization of Goodwill - Effective January 1, 2002, goodwill is no longer amortized. 
- Alta Health & Life Insurance Company - Special charges of $133 plus related operating losses of $32 for a total of $165 or $0.444 


per common share. 


- Events of September 11, 2001 - A charge of $73 after-tax or $0.199 per common share from the events of September 11, 2001 related to the reinsurance business. 


Charges related to 


Amortization Alta Health & Life Events of Total 
of Goodwill Insurance Company September 11, 2001 Adjustments 
Net Basic Net Basic Net Basic Net Basic 
Income per share Income per share Income per share Income per share 
2001 Fourth quarter $ 18 $ 0.048 1 $ 0.004 $ = $ - $ 19 $ 0.052 
Third quarter 16 0.043 - - 73 0.199 89 0.242 
Second quarter 16 0.043 164 0.440 - - 180 0.483 
First quarter 16 0.043 - - = - 16 0.043 


Overview - 12 Months Ended December 31, 2002 


In 2002, Lifeco continued to record solid growth in earnings 
from both its Canadian and United States operations, 
despite weak investment markets and declining consumer 
confidence. Earnings, return on common shareholders’ 
equity, and shareholder dividends all increased, while the 
quality of the Company’s invested assets remained high. 
Lifeco and its subsidiaries continue to receive superior 
ratings on claims paying ability and financial strength from 
the major rating agencies. 


Management continues to believe the Company is well 
positioned for long term earnings growth. 


Net Income 


Lifeco’s net income attributable to common shareholders 
was $931 million or $2.530 per common share for the twelve 
months ended December 31, 2002, compared to $1.387 per 
common share for 2001. 


This result represents an increase of 15% in earnings per 
common share over 2001, after adjusting for non-recurring 
charges relating to goodwill amortization, Alta Health 

and Life Insurance Company (Alta), and the events of 
September 11, 2001 to facilitate comparison between years. 


For the fourth quarter, net income attributable to common 
shareholders was $235 million or $0.641 per common share, 
compared to adjusted 2001 results of $208 million or 
$0.562 per common share. 


Source of Net Income — Consolidated net earnings for Lifeco 
are the net operating earnings of Great-West in Canada and 
GWL&A in the United States, together with Lifeco’s 
corporate results. 
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Management’s Discussion and Analysis (cont'd) 


The following comparative figures for 2001 have been adjusted to exclude non-recurring charges related to goodwill, Alta, 


and the events of September 11, 2001. 


Net Income Common Shareholders (in $ millions) 


% Change 


249 77% 


384 15% 


266 84% 


435 13% 


2002 
Canadian Segment 
Great- West 
Total common shareholder earnings $ 461 
Portion of Lifeco Corporate earnings (20) 
Total Canadian segment 441 
Goodwill amortization adjustment ~ 
September 11, 2001 adjustment - 
Total adjusted Canadian segment 44] 
United States Segment 
GWL&A 
Total common shareholder 
earnings (US$) $ 321 
Foreign exchange translation 169 
Portion of Lifeco Corporate earnings - 
Total U.S. segment 490 
Goodwill amortization adjustment ~ 
Alta adjustment - 
Total adjusted U.S. segment 490 
Total Lifeco (2001 adjusted basis) $ 931 


Canadian Segment — Canadian consolidated net earnings 
of Lifeco attributable to common shareholders for the 
twelve months ended December 31, 2002 increased 15% to 
$441 million from $384 million at December 31, 2001. For 
the fourth quarter, Canadian net income attributable to 
common shareholders increased to $116 million compared 
to $102 million at December 31, 2001. 


For Canadian operations, the increase in net income in 2002 
reflected growth in fee income, strong interest gains and 
favourable morbidity experience. The gain on sale of a 
subsidiary, a reduction in provisions for income taxes, and 
an increase in reinsurance actuarial reserves related to 
potential exposures were all recognized in 2002, however the 
net impact of these events was not material. 


United States Segment — Lifeco’s United States consolidated 
net earnings for twelve months of 2002 increased 13% to 
$490 million from $435 million a year ago. For the fourth 
quarter, United States net income increased to $119 million 
compared to $106 million at December 31, 2001. 


GWL&<A’s twelve months net income attributable to 
common shareholders increased to US $321 million from 
US $294 million at December 31, 2001. For the fourth 
quarter, GWL&A’s earnings were US $79 million compared 
to US $72 million a year ago. 
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819 14% 


The earnings result from United States operations was due to 
favourable morbidity, increased interest margins and expense 
management, partially offset by a decrease in fee income. 


Premiums and Deposits 


Overall, premiums and deposits decreased 3% from 2001. 
Within this result, traditional life and annuity premiums 
were up 3%, reinsurance up 14%, and fee-based products 
down 9%. The decrease in fee-based product revenue, 
associated with the United States segment, reflects lower 
interest-sensitive product sales, as well as lower membership 
levels for Group administrative services only (ASO) products. 


Premiums — insurance, annuities, insured health 
products and reinsurance 41% (37%) 


Self-funded premium equivalents 
(ASO contracts) 35% (36%) 


Segregated funds deposits 24% (27%) 


2001 figures are shown in brackets 


At December 31, 2002, 59% of premium revenue is from 
fee-based products (63% in 2001), rather than the 
traditional risk-based contracts. 


Management’s Discussion and Analysis (cont'd) 


In Canada, fee-based products account for 34% of premium 
revenue: 23% segregated funds and 11% ASO business. 


In the United States, fee-based products account for 80% 
of premium revenue: 25% segregated funds and 55% 
ASO business. 


Fee and Other Income 


Fee income was down overall 3% from 2001 (up 7% in 
Canada and down 5% in the United States), due mainly to 
the increase in segregated funds fees in Canada and the 
decrease in ASO membership levels in the United States. 


Group health ASO contracts 61% (63%) 


Segregated funds 31% (30%) 


Other fee income 8% (7%) 


2001 figures are shown in brackets 


Paid or Credited to Policyholders — Total 


The amount paid or credited to policyholders increased 
5% from 2001 levels, however that amount only includes 
guaranteed contracts and does not include benefit payments 
related to ASO or segregated funds products. 


Policyholder benefits 86% (82%) 


Policyholder dividends and experience refunds 8% (9%) 


Increase in actuarial liabilities 6% (9%) 


2001 figures are shown in brackets 


Financial Position 


Total Assets Under Administration 


Total assets under administration decreased 2% or $1.9 billion 
in 2002, to $96.1 billion. 


Asset Distribution (in $ millions) 


General fund assets increased 2% overall, while segregated 
funds assets decreased 7%. In Canada, general fund assets 
increased 4%, while segregated funds assets decreased 3%, 
reflecting the market conditions during the period. 


In the United States, general fund assets were essentially 
unchanged from 2001 levels in U.S. currency, and on a 
translated Canadian dollar basis, decreased 2%. Segregated 
funds were down 11% in U.S. currency, and also down 11% 
after translation to Canadian dollars, compared to the 
previous year. 


Asset Quality — General Fund Assets 


At December 31, 2002, exposure to mortgage loans and real 
estate was 17% of invested assets, a decrease of 2% from the 
end of 2001. 


The Company’s exposure to non-investment grade bonds 
was 2.6% of the portfolio at the end of 2002, up slightly 
from 2.0% at December 31, 2001. 


Non-performing investments, including bonds in default, 
mortgages in the process of foreclosure or in arrears 90 days 
or more, and real estate acquired by foreclosure, totaled 
$139 million or 0.3% of portfolio investments at December 
31, 2002, compared with $187 million or 0.4% a year earlier. 
The Company’s allowance for credit losses at December 31, 
2002 was $166 million, compared with $146 million at 
year-end 2001. 


Additional provisions for future credit losses on assets 
backing actuarial liabilities are included in actuarial 
liabilities and amounted to $440 million at December 31, 
2002 ($423 million at December 31, 2001). 


The combination of the allowance for credit losses of 

$166 million, together with the $440 million provision for 
future credit losses in actuarial liabilities represents 1.4% of 
bond, mortgage and real estate assets at December 31, 2002 
(1.3% at December 31, 2001). 


December 31 2002 2001 
Government bonds $ 12,999 25% $ 11,136 22% 
Corporate bonds 20,765 4] 21,445 42 
Mortgages 7,850 15 8,369 17 
Stocks 1,581 3 1,379 3 
Real estate 1,267 2 272 2 
Sub-total portfolio investments 44,462 43,601 

Cash & certificates of deposit 912 2 837 2 
Policy loans 6,177 12 6,213 12 
Total invested assets $ Silesysy| 100% $ 50,651 100% 
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Policy Liabilities 


Reference is made to note 5 of the Lifeco financial statements, Actuarial 
Liabilities, which presents the composition, nature, changes, assumptions and 
risk management issues associated with this significant balance sheet item. 
Actuarial liabilities represent the amounts which, together 
with estimated future premiums and investment income, 
will be sufficient to pay estimated future benefits, dividends, 
and expenses on policies in force. Actuarial liabilities are 
determined using generally accepted actuarial practices, 
according to standards established by the Canadian Institute 
of Actuaries. 


Asset and liability cash flows are carefully matched to 
minimize the financial effects of a shift in interest rates. This 
practice has been in effect for several years and has shielded 
the Company’s financial position from past significant 
interest rate volatility. 


Commercial Paper and Other Loans 


As described in note 6 to the financial statements, the 
Company now has $400 million of debentures issued in 
Canada, and $276 million of capital securities issued in the 
United States through its subsidiary, GWL&A. 


Capital Stock and Surplus 


During 2002, the Company paid dividends of $0.945 per 
common share for a total of $348 million and preferred 
share dividends of $31 million. This represents an increase 
in common share dividends paid of 21%, compared to 2001. 


On December 20, 2002, through Great-West Life Capital 
Trust, a trust controlled by Great-West, the Trust issued 
$350 million of non-voting Great-West Life Trust Securities 
(GREATs), which are described more fully in note 7 of the 
Company’s financial statements. 


On December 31, 2002, the Company redeemed all 
4,000,000 of its outstanding Non-Cumulative First Preferred 
Shares, Series B, for the cash redemption price of $25.00 per 
share. As well, on December 31, 2002, one of its subsidiary 
companies, London Insurance Group Inc. (LIG) redeemed 
all 5,000,000 of its Class 1 Preferred Shares, Series D, for the 
cash redemption price of $25.00 per share. LIG also 
redeemed all 5,000,000 of its Class 1 Preferred Shares, 

Series E on December 31, 2002, for the cash redemption 
price of $25.00 per share. 


In November 2002, the Company announced a further 
normal course issuer bid commencing December 1, 2002 
and terminating November 30, 2003. During the course of 
this bid, the Company may purchase up to but not more 
than 6,000,000 common shares for cancellation. 


In 2002, through the normal course issuer bid process, 
4,720,800 common shares were purchased for cancellation 
at a cost of $169 million or $35.76 per share. 
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These activities, coupled with the strong earnings from 
Canadian and U.S. operations, resulted in capital and 
surplus increasing 7% to $4.7 billion. 


Financial Strength 


The Office of the Superintendent of Financial Institutions 
Canada (OSFI) has specified a capital measurement basis for 
life insurance companies operating in Canada, known as the 
Minimum Continuing Capital and Surplus Requirements 
(MCCSR). Great-West’s ratio of available capital to MCCSR 
at the end of 2002 was 223% (199% at the end of 2001). 
London Life’s MCCSR ratio at the end of 2002 was 228% 
(208% at the end of 2001). 


GWL&A is subject to comprehensive state and federal 
regulation and supervision throughout the United States. 
The National Association of Insurance Commissioners has 
adopted risk-based capital rules and other financial ratios for 
US. life insurance companies. Based on statutory financial 
reports, Great-West has regulatory capital and GWL&A has 
risk-based capital well in excess of that required by regulation. 


Changes to the credit ratings of the Company and its 
principal subsidiaries during the year were as follows: 


On August 28, 2002, Moody’s Investors Service changed the 
outlook to stable from negative for its Aa2 insurance 
financial strength rating for Lifeco, Great-West, London Life 
and GWL&A. The outlook change was the result of Moody’s 
review of the Company’s September 11th-related emerging 
reinsurance claims experience and expected future claims 
relative to original estimates made by the Company. 


On September 19, 2002, Fitch Ratings Inc. lowered its 
ratings for Lifeco, Great-West, London Life and GWL&A. 
Insurer financial strength ratings were lowered to AA+ 
(stable) from AAA (stable), and long-term issuer ratings 
were lowered to AA- (stable) from AA (stable). The ratings 
adjustment was part of a comprehensive industry review of 
all North American life insurance company ratings. The 
particular adjustment for Lifeco, Great-West, London Life 
and GWL&A was driven by Fitch’s newly enhanced criteria 
for AAA insurer financial strength ratings. The AA+ 
financial strength rating assigned by Fitch represents the 
second highest rating available. 


On October 4, 2002, Standard & Poor’s (S&P) changed the 
outlook to negative from stable for its counterparty credit 
ratings for Lifeco, Great-West, London Life and GWL&A. 
The outlook change reflected concern over the potential for 
adverse change to revenue and earnings growth in the 
Company’s U.S. employee benefits and retirement services 
segments due to intense competition, soft global equity 
markets and continuing weakness in the U.S. economy. 
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Ratings of Major Subsidiaries 


Rating Agency Measurement Ratings 
Great London 
Lifeco West Life GWL&A 
A.M. Best Company _ Financial Condition and 
Operating Performance A++* At” Act * 
Dominion Bond Rating Service Claims Paying Ability IGa* IG-A* 
Debt Rating AA (low) 
Fitch Ratings Inc. Insurer Financial Strength AA+ AA+ AA+ 
Moody’s Investors Service Insurance Financial Strength Aa2 Aa2 Aa2 
Standard & Poor’s Corporation Insurer Financial Strength AA+ AA+ AA+ 
Debt Rating AA- 


* Highest rating available 


Cash Flows 


December 31 (in $ millions) 2002 2001 

Cash flows relating to the following activities: 
Operations $ 1,394 $ 1,700 
Financing (595) (6210) 
Investment (724) (1,082) 
Increase in cash & certificates of deposit 75 97 
Cash & certificates of deposit, beginning of year 837 740 
Cash & certificates of deposit, end of year $ 912 aS 837 


The cash flows from operations of $1.4 billion for the twelve Risk Management and Control Practices 
month period, less cash flows used for financing activities 
including dividends and purchase of common shares 
through the normal course issuer bid, were deployed in Insurance companies are in the business of assuming and 
assets held for investments. managing risk. Depending on the product being offered, the 
risks vary. Products are priced for target levels of return, and 
as experience unfolds pricing assumptions are validated and 
profit emerges in each accounting period. Policy liabilities 
reflect reasonable expectations about future risk events, 
together with a margin. Although pricing on some products 
is guaranteed throughout the life of the contract, policy 
liability valuation requires updated assumptions to reflect 
emerging experience results. In this way, the balance sheet 
reflects the current outlook for policyholder obligations. 


Risks Associated with Policy Liabilities 


The decrease in cash flows from operations of $306 million 
in 2002 compared to 2001, stems from a combination of 
higher cash flows in Canada on lower income tax 
installment payments, and higher premium income. 
Offsetting this increase were lower premiums and higher 
withdrawal payments in the 401(k) operations in the United 
States. In comparison, 2001 had significant increases in cash 
flow from the 401(k) segment. Financing activities 
consumed an additional $74 million in 2002 primarily 

due to increased common dividends and repayment of The significant risks and related monitoring and control 
commercial paper. Investment activities provided an practices of Lifeco’s operating companies are: 

additional $358 million of cash flows in 2002 primarily 


fdewiendcuee Mortality and Morbidity Risk — Many products provide 


benefits in the event of death. Benefits due to disabling 


Cash flows from investment activities in 2002 includes conditions and medical or dental costs are also important 
$72 million gross proceeds from the sale of London product features. Research and analysis is continuously 
Guarantee Insurance Company (London Guarantee) in ongoing to provide the basis for pricing and valuation 

the first quarter. assumptions which properly reflect the markets where the 


Company is active. 
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Persistency (Policy Termination) Risk — Products are priced 
and valued to reflect the expected duration of contracts. 
This risk is important for expense recovery (higher costs are 
incurred in early contract years) and for long-term level 
premium products where costs increase by age and pricing 
assumes that some policyholders will discontinue their 
coverage. Annual research studies support pricing and 
valuation assumptions for this persistency risk. 


Investment Yield Risk — Products are priced and valued 
based on the investment returns available on assets which 
back up the policy liabilities. Effective and continual 
communication between pricing, valuation and investment 
management is required to control this risk. Investment 
policies have been approved by the Boards of Directors of 
each operating company. These policies provide guidance 
on the mix of assets allowable for each product segment. 
Yield rates are derived from the actual mix of assets put in 
place. Products with longer term cash flows and pricing 
guarantees carry more risk. Both pricing and valuation react 
to this risk by requiring higher margins where there is less 
yield certainty. 


Reinsurance Risk — Products with mortality and morbidity 
risks have specific limits of Company retention approved by 
the Boards of Directors on the recommendation of the 
Actuary. These limits are reviewed and updated from time to 
time. The Company also takes advantage of financial risk 
transfer through reinsurance to enhance earnings. 
Companies providing reinsurance are reviewed for financial 
soundness as part of the ongoing monitoring process. 


For additional information on these risks, refer to note 5(d), 5(e), and 5(f) of 
the Lifeco financial statements. 


Risks Associated with Invested Assets 


The Company acquires and manages portfolios of assets to 
produce risk-adjusted returns in support of policyholder 
obligations and corporate profitability. 


The Boards of Directors or the Executive Committees and 
the Investment and Credit Committees of the Boards of 
Directors annually approve Investment & Lending Policies, 
as well as Investment Procedures and Guidelines. A 
comprehensive report on compliance with these policies and 
guidelines is presented to the Boards of Directors or 
Investment and Credit Committees annually, and the 
Internal Audit department conducts an independent review 
of compliance with investment policies, procedures and 
guidelines on a periodic basis. 
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The significant risks associated with invested assets that the 
Company manages, monitors and controls are outlined below. 


Interest Rate Risk — Great-West — Interest rate risk exists if 
asset and liability cash flows are not closely matched and 
interest rates change. 


For asset/liability management purposes, the general funds 
are divided into segments. Assets in each segment are 
managed in relation to the liabilities in the segment. The 
risks associated with the mismatch in portfolio duration and 
cash flow, asset prepayment exposure and the pace of asset 
acquisition are quantified and reviewed regularly. 


Derivative products are used only to hedge imbalances in 
asset and liability positions; they are not used for speculative 
purposes. Derivative products are traded with counter- 
parties approved by the Board of Directors or the 
Investment and Credit Committee of the Board of 
Directors. They may include interest rate, foreign exchange 
and equity swaps, options, futures and forward contracts. 


Interest Rate Risk - GWL&A — Interest rate risk is managed 
by investing in assets that are suitable for the products sold. 
For products with fixed and highly predictable benefit 
payments, such as certificate annuities and payout annuities, 
investments are made in fixed income assets that closely 
match the liability product cash flows. Protection against 
interest rate change is achieved as any change in the fair 
market value of the assets will be offset by a similar change 
in the fair market value of the liabilities. For products with 
uncertain timing of benefit payments, such as portfolio 
annuities and life insurance, investments are made in fixed 
income assets with cash flows of shorter duration than the 
anticipated timing of the benefit payments. This enables the 
Company to react to changing interest rates as these assets 
mature for reinvestment. 


Credit Risk — It is Company policy to acquire only 
investment-grade assets and minimize undue concentration 
of assets in any single geographic area, industry and 
company. Guidelines specify minimum and maximum limits 
for each asset class. 


Credit ratings for bonds are determined by recognized 
external credit rating agencies and/or internal credit review. 
These portfolios are monitored continuously and reviewed 
regularly with the Boards of Directors or the Investment and 
Credit Committees of the Boards of Directors. 


Off-balance sheet credit risk is evaluated quarterly on a 
current exposure method, using practices that are at least as _. 
conservative as those recommended by regulators. 
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Liquidity Risk - The Company closely manages operating 
liquidity through cash flow matching of assets and 
liabilities and has approximately $30 billion in highly 
marketable securities. 


Foreign Exchange Risk — Investments are normally made 
in the same currency as the liability. Any foreign currency 
assets acquired to back liabilities are converted using foreign 
exchange contracts. 


Other Risks — The Company has established specific 
policy guidelines and monitoring procedures related 
to environmental risk management in the 
investment portfolios. 


Derivative Instruments — The Company’s risk management 


process governing the use of derivative instruments, includes: 


* The Company acts only as an end-user of derivative 
products, not as a market maker. 


* The Company has strict operating policies which 


— prohibit the use of derivative products for 
speculative purposes, 

— permit transactions only with approved 
counterparties, 

— specify limits on concentration of risk, 

— document approval and issuer limits, and 

— document the required reporting and 
monitoring systems. 


The Company’s outstanding derivative products at December 31 and the related 
exposures are described in note 14 of the Lifeco financial statements. 


Holding Company Structure 


As a holding company, Lifeco’s ability to pay interest and 
other operating expenses and dividends and to meet its 
obligations generally depends upon receipt of sufficient 
funds from its principal subsidiaries. 


The payment of interest and dividends by the principal 
subsidiaries is subject to restrictions set forth in relevant 
insurance and corporate laws and regulations which require 
that solvency and capital standards be maintained by Great- 
West, London Life and GWL&A. 


Changes in Accounting Policies 


As disclosed in note 1 to the Lifeco financial statements, 
three new standards were adopted as at January 1, 2002: 


* Foreign Currency Translation 

* Business Combinations, Goodwill and Other 
Intangible Assets 

* Stock-Based Compensation and Other Stock-Based 
Payments. 


Other than the elimination of goodwill charges from the 
Summary of Consolidated Operations and reclassifications 
on the Consolidated Balance Sheet, associated with the new 
Business Combinations, Goodwill and Other Intangible 
Assets standard, there is no material effect of these new 
policies on the financial statements for the year ended 
December 31, 2002. 


Also disclosed in note | to the Lifeco financial statements is 
the adoption as at July 1, 2002 of the OSFI revised rates used 
to calculate the moving average market value adjustment for 
stocks and real estate. The change in accounting estimate 
does not have a material effect on the financial statements of 
the Company. 


Recent Accounting Pronouncements 


In 2002, the Canadian Institute of Chartered Accountants 
indicated that several changes to Canadian GAAP were in 
process, including: 


+ Disclosure of Guarantees 

* Hedging Relationships 

* Stock-Based Compensation and Other Stock- 
Based Payments. 


It is not anticipated that any of these future changes will 
have a material impact on the financial statements of the 
Company. In particular, the impact of the proposed 
Stock-Based Compensation change, requiring expensing 
of stock options, is disclosed in note 9 of the Company’s 
financial statements. 


Outlook 


In 2003, the Company expects the Canadian economy to 
grow at a slower pace than in 2002, and the U.S. economy 
to continue to be sluggish. The Company believes the 
diversification and high quality of the investment 
portfolios of its subsidiaries position them well in this 
investment environment. 


The Company’s subsidiaries remain tightly focused on 
their core markets and have plans in place to capitalize on 
emerging opportunities and to heighten competitiveness. 
The Company believes these plans will continue to position 
its subsidiaries for long term growth. 
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CANADA - 2002 OPERATING RESULTS 


The Canadian operating results for Lifeco are the net operating income of Great-West, together with an allocation to Canada of a 
portion of Lifeco’s corporate results. 


Financial Information — Canadian Operations 


Consolidated Operations (in $ millions) 


Years ended December 31 2002 2001 
Participating Participating 
Shareholder Policyholder Total Shareholder Policyholder Total % Change 
Income: 
Premium income (1) S Coil iy GS iOS GS GylWS sy UPe SB 745i 10% 
Net investment income 1,240 909 2,149 1326 926 DS) -5% 
Fee and other income 420 - 420 391 ~ 391 7% 
Total income 8,481 2,286 10,767 7,842 Mi OP) 10,094 7% 
Benefits and Expenses: 
Paid or credited to policyholders 6,984 1,994 8,978 6,465 1,843 8,308 8% 
Other 841 256 1,097 860 275 Mos -3% 
Net operating income 
before income taxes 656 36 692 Sud 134 651 6% 
Income taxes 160 36 196 152 116 268 -27% 
Net income before non-controlling interests 496 - 496 365 18 383 30% 
Non-controlling interests 24 - 24 24 18 42 -43% 
Net income before goodwill amortization 472 - 472 341 ~ 341 38% 
Amortization of goodwill - ~ - 62 - 62 = 
Net income $ 472 $ =a 472 $ 279 > — $ 279 69% 


Summary of Net Income 


Preferred shareholder dividends $ Bil -— §$ Sil 73 350i = §$ 30 3% 

Net income — common shareholders 44] = 44] 249 ~ 249 77% 

Net income $ Ay & = % YD, SS 279 $ — §$ 279 69% 

(1) excludes - segregated funds deposits $ DBD 8s = § PAHO ES Posi! 5 a & 2,631 7% 
- self-funded premium 

equivalents (ASO) $ 1355 $ ery ig 1365 $ 2 & aS 1,238 9% 


The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of segregated funds or the claims payments 
related to administrative services only (ASO) Group health contracts. However, the Company does earn fee and other income related to these contracts. 


Segregated fund business is an option offered under an insurance annuity contract, where the benefit amount is directly linked to the market value of the investments 
held in the particular segregated account. The contractual arrangements are such that the segregated fund contract holder bears the risks and rewards of the 
account's investment performance apart from death and maturity benefit guarantees. ASO Group health contractual agreements are those where the Company 
provides administrative and claim paying services for clients, and under these arrangements, the client bears some or all of the claim risk. The self-funded premium 
equivalents generally represent claims paid under these contracts which approximate the additional premiums that would have been earned if these contracts had 
been written as traditional risk programs. 


Reference is made to note 18 of the Lifeco financial statements, Segmented Information, for the presentation of Great-West. 


Net Income Net Income Attributable to Common Shareholders 


; (in $ millions) 
Net income from Canadian operations for 2002 was ee 


a ne Years ended December 31 2002 2001 % Change 
$472 million, compared to $279 million for 2001. Net f 5 
; Group Insurance SMW Ss as 19% 
income attributable to common shareholders was oe 
ae Rae Individual Insurance & 
$441 million, up from $249 million for 2001. After adjusting 0 
; can oe Investment Products 212 175 21% 
2001 for goodwill amortization charges of $62 million : . 
Reinsurance & Specialty 
and charges related to the events of September 11, 2001, 0 
ayo Oi tak d 15% General Insurance 29 4] -29% 
Seca ge Corporate 75 63 19% 
All following 2001 comparative figures have been adjusted $: 44) o$r00384 15% 


to exclude goodwill amortization and charges relating to 
‘the events of September 11, 2001. 
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The positive earnings results for the twelve months ended 
December 31, 2002 compared to a year ago, were due to a 
combination of significant improvement in healthcare and 
long term disability results, increased fee income, decreased 
expense levels, and favourable mortality experience. 


In terms of major business units: 


Group Insurance — The increase in shareholder net income 
is attributable to favourable healthcare and dentalcare results 
in both small/mid-size and large case markets, and improved 
results from long-term disability experience due to better 
than expected incidence rates and pricing improvements. 


Individual Insurance & Investment Products — The higher 
results stem from lower expenses, higher fee income, and 
favourable morbidity experience. 


Premiums and Deposits 


Reinsurance & Specialty General Insurance — Net income 
decreased from 2001, reflecting a third quarter addition to 
the Adverse Development Reserve of $46 million ($41 million 
in the shareholder account and $5 million in the participating 
policyholder account) related to potential exposures to future 
reinsurance risks, the first quarter gain of $31 million on 
the sale of London Guarantee, and unfavourable fourth 
quarter reinsurance experience in the property and 
casualty and life markets. 


Corporate — The increase in net income is attributable to a 
reduction in provisions for income taxes in the third quarter 
of $50 million ($41 million in the shareholder account and 
$9 million in the participating policyholder account) arising 
from the completion of tax audits. This increase in net 
income was partially offset by a strengthening of credit loss 
provisions related to technology holdings and lower 
investment income. 


Years ended December 3] (in $ millions) Premiums and Deposits Sales(1) 
2002 2001 % Change 2002 2001 % Change 
Business/Product 
Group Insurance 
Small/mid-sized case $ 1,201 1,078 11% $¢ 185 $ 168 10% 
Large case 2,374 2,186 9% 134 137 -2% 
Individual Insurance 
Life Insurance — Participating S77 1,326 4% 67 58 26% 
— Non-participating 278 279 = 41 43 -5% 
Living Benefits 127 118 8% 24 22 9% 
Retirement & Investment Services 
Individual products ez 1,692 5% 2,382 2,366 1% 
Group products Los: 1,186 11% 610 SPS) 15% 
Reinsurance & Specialty 
General Insurance S192. By495 14% 3,922 3,455 14% 
$ 12,365 11,320 9% $ 35S & 6,773 9% 
Summary by Type 
Risk-based products $ 8,198 7,451 10% 
ASO contracts 1355 1288 9% 
Segregated funds deposits: 
— Individual products 1,649 1,586 4% 
— Group products 1,163 1,045 11% 
Total premiums and deposits $ 12,365 11,320 9% 


(1) Excludes Quadrus distributed mutual funds. 
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Total premiums and deposits were up 9% overall from 2001 
levels. Risk-based product premiums increased 10%, while 
self-funded premium equivalents (ASO contracts) were up 
9%. Deposits to individual segregated funds increased 4% 
and deposits to group accounts were up 11% reflecting 
uneven incidence of large case sales by year. 


Within guaranteed or traditional risk premium income, all 
lines of group insurance, individual insurance and living 
benefits reflect increases from 2001. Reinsurance and 
specialty general insurance premiums increased 14% related 
to life insurance lines. This segment of business can reflect 
significant revenue increases or decreases depending on 

the structure of the contract and often is not directly related 
to profitability. 


Risk-based products 66% (66%) 
ASO contracts 11% (11%) 


Segregated funds deposits — Individual products 
14% (14%) 


Segregated funds deposits — Group products 
9% (9%) 


2001 figures are shown in brackets 


Total sales increased 9% from 2001 levels. Reinsurance & 
Specialty General Insurance increased 14% as a result of 
large case sales. Group insurance sales were 5% ahead of 
2001, reflecting strong sales growth in the insured markets 
offset by lower ASO sales. Individual insurance sales were 
ahead of 2001, primarily in participating whole life and 
wealth management products. Living Benefits results reflect 
increases in its illness products. Both individual and group 
retirement and investment services increased overall from 
2001 levels with mixed results in sub-lines. 


Net Investment Income (in $ millions) 


Years ended December 31 2002 2001 % Change 
Investment income earned SS OO SS DAIS -2% 
Amortization of gains 

and losses 179 194 -8% 
Provision for credit losses (42) (4) = 
Gross investment income 2,164 2,266 -5% 
Less: Investment expenses 15 14 7% 


Net investment income $ 2, VAS Ge 25252 -5% 


Net investment income for 2002, representing the 
investment revenues from general fund assets decreased 
$103 million or 5% from 2001. The decrease in investment 
income is primarily attributable to continued declines in 
interest rates affecting the Company’s fixed-income 
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portfolios, substantially offset by corresponding changes in 
the cost of liabilities. Other contributing factors were 
increases in loan loss provisions and the weak performance 
of equity markets. The decrease in investment income due 
to these factors was somewhat offset by a gain on the sale of 
one of the Company’s subsidiaries, London Guarantee. 


Fee Income (in $ millions) 


Years ended December 31 2002 2001 % Change 
Segregated funds So Bt G soe 6% 
ASO contracts 69 61 13% 
Other 38 30 10% 


S$. 420) Pamoet 7% 


Segregated funds 76% (77%) 


ASO contracts 16% (15%) 


Other 8% (8%) 


2001 figures are shown in brackets 


Fee income is derived from the management of segregated 
funds assets and the provision of group health ASO 
business, as well as third party asset management. The 
increase in fee income in 2002 of 7% compared to 2001, is 
mainly due to increases in individual segregated fund related 
fee revenue of $18 million and ASO contract fees of 

$8 million. Other fee income includes fees on increased 
Quadrus sales, as well as increased asset management fees. 


Paid or Credited to Policyholders 


This amount includes increases in policy liabilities, claims, 
surrenders, annuity and maturity payments, dividend and 
experience refund payments for guaranteed products, but 
does not include payment amounts for fee-based products 
(ASO contracts and segregated funds). 


In aggregate, $9.0 billion was paid or credited to 
policyholders in 2002, an increase of 8% compared to 2001. 
Policyholder dividends credited in 2002 were $608 million, 
compared to $584 million in 2001. Most of the components 
of paid or credited to policyholders, which include death 
benefits, medical, dentalcare, visioncare and healthcare costs, 
increased when compared to 2001, reflecting the growth in 
premiums associated with these products. A large increase in 
benefits was recorded in the reinsurance and specialty 
general insurance line of business, which is largely offset by 
the significant increase in premiums in this same line. 


Other 


Included in other benefits and expenses are operating expenses 
and commissions, as well as premium taxes. 


Other (in $ millions) 


Years ended December 31 2002 2001 % Change 
Total expenses $ 625 $ 683 -8% 
Less: Investment expenses U5 14 7% 
Operating expenses 610 669 -9% 
Commissions 427 400 7% 
Premium taxes 60 66 -9% 

Total Sol097 2S. Is5 -3% 


Operating expenses for 2002 are lower than 2001 levels by 
9% or $59 million. 2001 operating expenses include a one- 
time charge related to the Participating Policyholder 
settlement agreement of $20 million and approximately 
$28 million of operating expenses for London Guarantee 
(sold in early 2002). 
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Premium taxes for both 2002 and 2001 reflect favourable 
adjustments related to CompCorp. In 2001, a pre-tax refund 
of $7 million was distributed to the Company by 
CompCorp, and during 2002, provisions for future 
assessments were reduced $15 million. 


Income Taxes 


The Company’s overall effective income tax rate decreased 
from the prior year from 40.2% to 30.2%. As reported in 
note 13 of the Company’s financial statements, the 
reduction in rate includes the impact of a reduction of 
provisions in the Canadian segment for income taxes and an 
increase to net income attributable to common shareholders 
of $41 million due to favourable tax experience arising 

from the completion of tax audits, as well as reductions 
resulting from a comprehensive review of overall income 
tax provisions. 


Consolidated Balance Sheet — Canadian Operations (in $ millions) 


December 31 2002 2001 
Participating Participating 
Shareholder _ Policyholder Total Shareholder Policyholder Total 

Assets 

Invested assets $ 14,897 $ 13,974 $ 28,871 $ 14,549 $ 135257 9 275806 

Goodwill and intangible assets 1,621 = 1,621 1,538 = 1,538 

Other general fund assets 5,103 415 5,518 4,829 517 5,346 
Total assets $ PAKS 8 14,389 $ 36;,0105s9 = 20,916 -$ 13,774 $ 34,690 
Segregated funds assets 18,504 19,093 
Total assets under administration $ 54,514 $ 53,783 
Liabilities, Capital Stock and Surplus 

Policy liabilities $ 16,283 $ 12,606 $ 28,889 $ 16,085 $ 115835) S 27,920 

Net deferred gains on portfolio 

investments sold 427 387 814 473 445 918 

Other general fund liabilities 1992 150 2,142 1,635 248 1,883 
Total liabilities 18,702 13,143 31,845 18,193 12,528 30,721 
Non-controlling interests 561 1,246 1,807 469 1,246 G75 
Capital stock and surplus PSs) - 2,358 2,254 ~ 2,254 


Total liabilities, capital stock and surplus O Zoya 


Assets 


Total assets under administration increased to $54.5 billion, 
up from $53.8 billion a year ago. Segregated funds assets 
decreased $589 million and general fund assets increased 
by $1.3 billion. Growth in general fund assets includes 

$615 million in the Participating Policyholder Account, and 
$705 million in the Shareholder Account. General fund 
assets include invested assets of $28.9 billion, up 4% from 
$27.8 billion at December 31, 2001. In aggregate, goodwill 


$ TAS SOR SOS 00) SSa 2059 lomes 13,774 $ 34,690 


and intangible assets of $1.6 billion and other general fund 
. assets of $5.5 billion were up 3% from a year ago. 


Invested Assets 


The Investment Division manages the general fund assets of 
Great-West and London Life which support the cash flow, 
liquidity and profitability requirements of the Company’s 
insurance and investment products. Great-West and London 
Life follow prudent and conservative investment policies, so 
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that assets are not unduly exposed to concentration, credit The majority of investments of the general fund are in 

or market risks. The Investment Division implements medium-term and long-term fixed-income investments, 
strategies within the overall framework of the Company’s primarily bonds and mortgages, reflecting the characteristics 
policies, reviewing and adjusting them on an ongoing basis of the Company’s liabilities. 


in light of liability cash flows and capital market conditions. 


Asset Distribution (in $ millions) 


December 31 2002 2001 
Government bonds $ VIM 26% §$ 6,124 22% 
Corporate bonds 2395 33 10,144 36 
Mortgages 7,190 25 T2392 2, 
Stocks 1,414 5 IL Sy 5 
Real estate 1,080 4 1,072 4 
Sub-total portfolio investments 26,798 25,984 

Cash & certificates of deposit 579 2 389 1 
Policy loans 1,494 5 1,433 5 
Total invested assets S 2367 100% $ 27,806 100% 


2002, up from $227 million or 1.4% of the portfolio at 
December 31, 2001. 


Corporate bonds 33% (36%) 
Mortgages 25% (27%) 

Government bonds 26% (22%) 

Policy loans 5% (5%) 

Cash & certificates of deposit 2% (1%) 
Real estate 4% (4%) 

Stocks 5% (5%) 


Non-performing investments, including bonds in default, 
mortgages in the process of foreclosure or in arrears 

90 days or more, and real estate acquired by foreclosure, 
totaled $93 million or 0.35% of portfolio investments at 
December 31, 2002, compared with $49 million or 0.19% 
at December 31, 2001. 


2001 figures are shown in brackets Bond Portfolio 

Rssee Quality The total bond portfolio increased to $17.1 billion or 59% 
of invested assets at December 31, 2002, from $16.3 billion 

At December 31, 2002, exposure to mortgage loans and real or 58% of invested assets at December 31, 2001. Federal, 

estate was 29% of invested assets, a decrease of 2% from provincial and other government securities represented 45% 

December 31, 2001. of the bond portfolio, up from 38% in 2001. The overall 


quality of the bond portfolio remained high, with 98% 


The C ( t =] d d : ; 
€, Companys exposure te non in smuent grads Vous of the portfolio rated investment grade and 87% rated A 


was $367 million or 2.2% of the portfolio at December 31, 


or higher. 

Bond Portfolio Quality (excludes $706 short-term investments, $485 in 2001) (in $ millions) 

December 31 2002 2001 

Estimated Rating 
AAA $ 6,599 40% $ SAS 35% 
AA 2,445 MS) 2,444 16 
A 5,183 32 5,316 34 
BBB 1,814 11 2O2N 14 
BB or lower 367 2 227) 1 

Total $ 16,408 100% $ 15,783 100% 
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The Company’s allowance for credit losses at December 31, 
2002, for non-performing assets and non-investment grade 
bonds, was $78 million, up from $46 million at year-end 
2001. The Company strengthened its loan loss provisions 
during 2002 to reflect rating downgrades in its bond 
portfolio, primarily in the Telecommunications, Media and 
Information Technologies (TMT) sectors. Total exposure to 
TMT for Canadian operations is $811 million ($1 billion in 
2001), of which 59% are rated “A” or higher, 15% are rated 


Non-Performing Loans (in $ millions) 


“BBB” and 26% or $213 million ($175 million net of 
specific provisions held) are non-investment grade. 
Notwithstanding the exposure to these sectors, the Company 
maintains a high quality, well-diversified portfolio of 
investments. Additional provisions for future credit losses on 
assets backing liabilities are included in actuarial liabilities 
and amount to $406 million at December 31, 2002 

($374 million at December 31, 2001). 


December 31 2002 2001 
Asset Class Bonds Mortgages Total Bonds Mortgages Total 
Non-performing loans $ 86 hs 93 $ 29° 10 $ 49 
Allowances for Credit Losses (in $ millions) 
December 31 2002 2001 
Specific General Specific General 

Provisions Provisions Total Provisions Provisions Total 

Bonds and mortgage loans $ 60 18 $ 78 $ 20 8 26 $ 46 


Mortgage Portfolio 


The total mortgage portfolio decreased slightly to 

$7.2 billion or 25% of invested assets in 2002, compared to 
$7.4 billion or 27% of invested assets in 2001. The mortgage 
portfolio consisted of 34% commercial loans, 37% multi- 
family/apartments and 29% single family residential loans. 
Total insured loans were $3.2 billion or 44% of the mortgage 
portfolio. It is the Company’s practice to acquire only high 
quality commercial loans meeting strict underwriting 
standards and diversification criteria. The Company has 

a well-defined risk rating system, which it uses in its 
underwriting and credit monitoring processes for 
commercial mortgages. Residential loans are originated by 
the Company’s mortgage specialists in accordance with well- 
established underwriting standards and are well-diversified 
across Canada. 


Equity Portfolio 


The Company’s total equity portfolio was $2.5 billion at 
December 31, 2002 or 9% of invested assets, up slightly from 
$2.3 billion or 9% of invested assets a year ago. The equity 
portfolio consists primarily of high quality publicly traded 
stocks and institutional-grade income producing real estate 
located in major Canadian economic centers. 


Other General Fund Assets (in $ millions) 


December 31 2002 2001 
Funds withheld by ceding 

insurers $ 4,786 $ 4,477 
Other assets TEP 869 


Total other general fund assets $ 5,518 $ 5,346 


Funds withheld by ceding insurers increased $309 million, 
which reflects the nature of reinsurance contracts written 
and results in a related increase in policy liabilities. 


Other assets, at $732 million, is made up of several items 
including premiums in course of collection, future income 
taxes, interest due and accrued, fixed assets, prepaid 
amounts and accounts receivable. The decrease of 

$137 million is primarily attributable to a decrease in 
future income taxes. 


Segregated Funds 


The Investment Division and the Company’s investment 
subsidiaries - GWL Investment Management Ltd. 
(GWLIM), London Life Investment Management Ltd. 
(LLIM), and GWL Realty Advisors Inc. (GWLRA) — are the 
investment managers for the Company’s segregated funds. 


During 2002, the Company’s segregated funds experienced 
positive net deposits of $566 million. Offsetting the 
deposit activity was the general market decline in equities 
resulting in a net decline of total segregated funds assets 
of $589 million. In total, the Company offers over 

260 segregated funds as part of Individual and Group 
Retirement Services lines of business, including funds 
totaling $5.3 billion managed by 28 external managers 

as sub-advisors to GWLIM and LLIM. 
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December 31 2002 2001 2000 1999 1998 
Stocks $ 10,521 $ IL ZZ SS 11,238 $ 9,025 $ 6,914 
Bonds 4,132 4,065 4,249 4,024 3,837 
Mortgages 1,349 1,150 1,070 1,128 960 
Real estate DA 1,767 1,383 1,119 877 
Cash and other 480 697 742 434 371 
Total $ 18,504 $ 19,093 $ 18,682 $ ISO. SS 12,959 
Internally-managed 13,195 14,480 14,382 12,397 10,754 
Externally-managed 5,309 4,613 4,300 3,333 2,205 
Year over year growth -3% 2% 19% 21% - 
Outlook — Investment Policy Liabilities 


The Investment Division will continue to develop 
investment strategies and establish appropriate asset mixes 
to produce returns that support the Company’s general fund 
lines of business within acceptable risk levels. The majority 
of the investment program for the general fund will 
continue to be in fixed-income investments, primarily bonds 
and mortgages, matching the terms and characteristics of 
the Company’s liabilities. Investments in equity markets and 
other asset classes are continually reviewed to enhance 
returns and realize on market opportunities. 


With the economy expected to grow in 2003 at a slower pace 
than the strong rate recorded last year, bond ratings in the 
market overall are not expected to improve dramatically. 

In this environment, the Investment Division will continue 
to closely monitor and manage the credit quality of the 
Company’s fixed income portfolios. 


An important objective of the Investment Division and its 
investment subsidiaries continues to be to support the 
Company’s initiatives in growing assets under management 
in segregated and mutual fund products, as well as 
managing assets for third parties. 


Liabilities 


Liabilities (in $ millions) 


December 31 2002 2001 
Policy liabilities $ 28,889 $27,920 
Net deferred gains on portfolio 

investments sold 814 918 
Other general fund liabilities 2,142 1,883 
Total liabilities $31,845 $30,721 


Total liabilities at December 31, 2002 were $31.8 billion, up 
4% from December 31, 2001. 
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Policy liabilities, at $28.9 billion compared to $27.9 billion 
in 2001, increased $1.0 billion. Policy liabilities are made up 
of actuarial liabilities, provision for policyholder claims, 
experience refunds and dividends, and policyholder 
amounts on deposit with the Company. The increase of 
nearly $1.0 billion is attributable to increases in actuarial 
liabilities reflecting growth from increased premiums, as well 
as increases in the amounts on deposit with the Company. 


Other General Fund Liabilities (in $ millions) 


December 31 2002 2001 

Current income taxes $ 452) 57 e380 
Commercial paper and other loans 583 642 
Other liabilities 1,107 861 
Total other general fund liabilities C2 ADE SIRS Ss 


The reduction in commercial paper and other loans of 

$59 million from December 31, 2001 values is essentially 
due to repayments of first mortgages secured by real estate. 
Reference is made to note 6 of the Company’s financial 
statements for an analysis of the loans outstanding. 
Other liabilities, at $1.1 billion, increased 29% from 
December 31, 2001. This grouping of accounts consists 

of trade payables, accruals, temporary transaction related 
liabilities, as well as provisions for retirement benefits other 
than pensions. Temporary transaction related liabilities, 
particularly reinsurance related, represent most of the 
change, an increase of $283 million compared to 
December 31, 2001. 


Liquidity 


The Company uses a number of techniques to manage 
liquidity in the general fund. Products are designed to 
improve the predictability of their liability cash flows and to 
reduce the risk of disintermediation. Assets are acquired to 
provide cash flows that match the requirements of liabilities. 
A portion of assets is held in highly marketable securities 
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that can be sold to meet any unanticipated cash flow 
requirements prior to maturity. Additional liquidity is 
available through established lines of credit and the 
Company’s demonstrated ability to access the capital 
markets for funds. 


Liquid Assets (in $ millions) 


Liquid assets of $16.3 billion provide adequate levels 

of liquidity, particularly when used in combination 

with the other methods of liquidity management available 
to the Company. 


December 31 2002 2001 
Balance Sheet Market Balance Sheet Market 
Value Value Value Value 
Cash & certificates of deposit $ 579 $ SR: 367 $ 367 
Highly marketable securities 
Government bonds 7,493 7,881 5,896 6,077 
Corporate bonds 5931 6,061 6,669 6,586 
Common/Preferred shares 1226 17235 946 983 
Residential mortgages (insured) 1,045 1,069 1,265 15295 
Total $ 16,274 $ 16,825 $ 15,143 $ 15,308 
Cashable Liability Characteristics (in $ millions) 
December 31 2002 2001 
Surrenderable insurance and annuity liabilities 
At market value $ 2,638 $ 25735 
At book value 11,871 11,088 
Total $ 14,509 $ 13,823 
BUSINESS SEGMENTS - GREAT-WEST 
Group Insurance 
Consolidated Net Income (in $ millions) 
Years ended December 31 2002 2001 
Income: 
Premium income $ 2220s 2,026 
Net investment income 205 215 
Fee and other income 68 61 
Total income 2,493 D X02 
Benefits and Expenses: 
Paid or credited to policyholders 1,868 739 
Other 426 391 
Net operating income before income taxes We 172 
Income taxes 74 67 
Net income before non-controlling interests 125 105 
Non-controlling interests = s 
Net income before goodwill amortization 125 105 
Amortization of goodwill ~ 23 
Net income $ IDs SS 82 


EL —————— 


Summary of Net Income 
Preferred shareholder dividends 
Net income — common shareholders 
Net income 


$ ip = 
125 82 
$ sy & 82 
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in the small and mid-sized markets. The life account 
mortality results also improved as death claim experience 
was less than expected. 


Net income attributable to common shareholders increased 
19% in 2002 to $125 million, compared to $105 million in 
2001 after adjusting for goodwill amortization charges of 
$23 million. The health account experienced strong 
morbidity gains across all the sub-lines of business. Within 
the long-term disability sub-line, the significant improve- 
ment in results is attributed to stabilizing incidence rates 
and pricing improvements. In the medical, drug and dental 
sub-lines, the improving experience was particularly evident 


Interest gain results were relatively flat on a year over year 
comparative basis as gains emerging from asset growth 
were offset by reduced interest margins. The expense 

gain component of earnings increased, reflecting lower 
unit costs and higher expense recovery rates, particularly 
in the larger market. 


Group Insurance — Divisional Summary (in $ millions) 


Years ended December 31 Premiums and Deposits Sales 
2002 2001 % Change 2002 2001 % Change 
Business/Product 
Small/mid-sized case $ 1X0) ee) 1,078 11% $ 185 $ 168 10% 
Large case — insured 1,019 948 7% 76 65 17% 
— ASO 355 1,238 9% 58 72 -19% 
Total $ 5 & 3,264 10% §$ SS) $8 305 5% 


Overall premium income, which includes claims from 
Administrative Services Only (ASO) clients, was up 10% 

to $3.6 billion in 2002. The growth was driven by improved 
client persistency in combination with higher sales results. 


Persistency improved significantly across all market 
segments, with particularly strong results in the small and 
mid-sized markets. Sales results were up a modest 5% 
reflecting an overall industry decline in new sales on a year 
over year comparison. 


The strong sales growth experienced in the small/mid- 
sized and large case insured market was offset by lower 
ASO sales where results fluctuate based on market activity 
and opportunities to acquire new business at sustainable 
pricing levels. 


Risk Analysis and Management — The basic risk related to 
group insurance centers on the insurer’s ability to predict 
claims experience for the coming year. Most risks facing the 
group insurance business are mitigated by the fact that most 
contract rate levels can be adjusted on a yearly basis. 


In healthcare products, claims levels are driven by inflation 
and utilization. While inflationary trends are relatively easy 
to predict, claims utilization is less predictable. The impact 
of aging, which plays a role in utilization, is well 
documented. However, the introduction of new services, 
such as breakthrough drug therapies, has the potential to 
substantially escalate benefit plan costs. The Company 
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manages the impact of these and similar factors through 
plan designs that limit new costs and through pricing that 
takes demographic and other trend factors into account. 


In disability products, aging and industry characteristics 
play a role in establishing future claims patterns. However, 
there is a growing number of disability claims related to 
stress and mental/nervous disorders, reflecting changes in 
the economy and in societal attitudes toward these 
conditions. The incidence of these claims is more difficult 
to predict and adjudicate, and they tend to be longer in 
duration than claims related to other disabilities. These 
risks are managed through pricing and plan designs that 
emphasize prevention, earlier intervention and return to 
work programs. 


Outlook — Group Insurance 


For those companies that are strongly positioned within the 
Canadian Group marketplace, the outlook is very positive. 
Demutualization and consolidation has resulted in price 
rationalization that has facilitated a greater opportunity for 
profitable growth in all market segments. New technologies 
have created new opportunities for companies to lower costs 
while improving their product and services to plan sponsors 
and plan members. Great-West, with its extensive 
distribution capability and its low cost, is in an excellent 
position to capitalize on these new opportunities. Through 
the effective application of new technologies, Great-West 
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anticipates that significant reductions in administration and 
claims adjudication costs will be achieved, thereby 
enhancing its competitive advantage in this important 
measure of success. As well, these new technologies will 
allow the Group Division to expand current services to its 
plan sponsors, plan members and producers by offering 
them an ability to transact business and obtain benefit plan 


Individual Insurance & Investment Products 


Consolidated Net Income (in $ millions) 


and health related information through direct access to 
administrative systems and data. Finally, as group disability 
plans continue to gain the attention of plan sponsors, Great- 
West has developed an array of expanded disability services 
that will support clients in the management of their plans. 
Early intervention programs and on-line disability 
management information services are available to meet 
these emerging client needs. 


Years ended December 31 2002 2001 
Participating Participating 
Shareholder _Policyholder Total Shareholder Policyholder Total 

Income: 

Premium income $ 662 iLse7 & 2,039 $ 628 $ ies26nes 1,954 

Net investment income 463 909 leo 2 Bilis 926 1,439 

Fee and other income 332 — Se Sil — 311 
Total income 1,457 2,286 3,743 1,452 Yepsy) 3,704 
Benefits and Expenses: 

Paid or credited to policyholders 7A1 1,994 2735 799 1,843 2,642 

Other 365 256 621 374 BUS 649 
Net operating income before income taxes Spill 36 387 PS) 134 413 
Income taxes 139 36 175 104 116 220 
Net income before non-controlling interests 212 - Daly 175 18 193 
Non-controlling interests ~ - - - 18 18 
Net income before goodwill amortization PDD - PP) 175 - 175 
Amortization of goodwill - - - 28 = 28 
Net income $ 212 -— §$ 212-9 147 $ = $ 147 
Summary of Net Income 

Preferred shareholder dividends $ - = $ - $ => = 9 - 

Net income — common shareholders 22 — 212 147 — 147 

Net income $ DD — $ AES 147 $ — § 147 


Individual Insurance & Investment Products (IIIP) consists 
of three distinct product divisions — Individual Life 
Insurance, Living Benefits and Retirement & Investment 
Services (RIS). Products are distributed through Freedom 55 
Financial and Great-West financial security advisors, as well 
as independent brokers and intercorporate agreements with 
other financial institutions. 


Net income attributable to common shareholders increased 
21% to $212 million from 2001 results adjusted for goodwill 
amortization. Increased individual life insurance results 


reflect a favourable change in actuarial liabilities related to 
excess interest rate provisions, described in note 5 of the 
Company’s financial statements, as well as improved 
mortality. Living Benefits experienced favourable morbidity 
experience in 2002, while exceptionally strong net cash flow, 
despite turbulent markets, resulted in earnings growth for 
RIS. Participating policyholder dividends were $608 million 
in 2002 compared to $584 million in 2001. Effective expense 
management continued to support the earnings growth in 
all IIIP divisions. 
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Individual Insurance — Divisional Summary (in $ millions) 
Years ended Individual Life Living 


Participating Non-Participating Benefits Total 
December 31, 2002 
Sales premium $ 67 $ 41 $ 24 $ 132 
Revenue premium income Swe 261 127 1,765 
December 31, 2001 
Sales premium $ 53 43 § 22, $ 118 
Revenue premium income 1,326 263 118 1,707 


Individual Life Insurance 


Individual life insurance sales, measured by annualized 
premium, increased by 11% to $108 million in 2002, while 
revenue premium exceeded $1.6 billion. 


This is a favorable result, as life insurance sales were 
generally down across the industry in 2002 due to decreases 
in universal life sales. The Company’s favorable results are 
due to its strong portfolio of traditional term and 
participating life insurance products. 


Sales of participating policies increased 28% in 2002, and 
continued strong in the age 50+ wealth management 
market. The retrenchment of participating insurance sales 
in Canada by competitors, spurred by demutualization, 
continues to bolster the Company’s dominant market 
position of more than 40% of Canadian participating 
insurance sales. 


New annualized premium from term insurance sales 
increased 1% over 2001 and the Company’s universal life 
products decreased to $5 million in 2002 from $6 million 
in 2001. 


In recent years, the Company expanded its life insurance 
product offering through two intercorporate agreements 
with third parties. These agreements provide universal life, 
term insurance and non-participating permanent products 
for the high-net-worth market. Sales of these products were 
constant at $12 million in 2002. 


The Company’s sound management of its participating 
insurance businesses enables it to deliver long-term 
policyholder dividend performance that is consistently 
among the best in the industry. Participating portfolio 
investment returns were lower due to market conditions, 
which created pressure on related earnings. However, 
favourable mortality, morbidity and expense levels allowed 
the Company to maintain policyholder dividend scales for 
2002. A reduction to the 2003 policyholder dividend scales, 
effective April 1, 2003, has been implemented, due to 
sustained lower investment returns on the assets backing 
liabilities in the participating account, which have not been 
fully offset by mortality improvements. A regulated 
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percentage of in-year distributable surplus in the 
participating account is credited to the shareholder account. 
In 2002, the total amount credited was $16 million. 


Risk Analysis and Management — The most significant 
risk in the life insurance business is mortality, which has an 
impact both on claims paid during the year and on the 
reserves that must be established to fund future claims. 
The Company manages this risk primarily through effective 
underwriting practices, developed to support the long-term 
sustainability of the business. Because of the long-term 
nature of life insurance contracts, the impact of underwriting 
practices tends to emerge 20 or 30 years after contracts are 
issued, when most claims are incurred. Current mortality 
experience reflects the diligence of underwriting practices 
over past decades, as well as today’s practices. 


A current industry risk involves the pricing of the level 
cost of insurance option within universal life products. The 
pricing of this option, guaranteed for the life of the policy, 
requires a guaranteed interest rate and lapse assumption 
extending over a long period. A small adverse change in 
actual long-term lapses or investment returns can lead to 
significant insufficiency in premiums. Management considers 
the industry’s current pricing of this option to be lower than 
required to produce adequate profitability, and has avoided 
significant exposure in this market. 


Living Benefits 


Living Benefits sales, consisting of disability insurance and 
critical illness insurance, increased by almost 9% in 2002 for 
a total of $24 million in new annualized premium. This 
growth was mainly due to increased sales of critical illness 
insurance. Overall, revenue premium increased 8% to 

$127 million, indicating strong persistency. 


Critical illness insurance sales of $5 million in new 
annualized premium continue to exceed expectations. 
Oasis™, Great-West’s critical illness product, was first 
introduced in 2000 and further enhanced in 2001. Within a 
short period, this product has become a market leader. 


Disability insurance sales of $19 million in new annualized 
premium represented a 1% increase in 2002. During this 
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time, industry sales also increased, mainly due to growth in 
guaranteed standard issue sales. To date, Great-West has not 
been a key player in the guaranteed standard issue market, 
but launched a pilot program in 2002. 


The self-employed market, buoyed by ongoing consolidation 
in several industries, continues to be the main source of 
sales, accounting for approximately 70% of new business. 


Risk Analysis and Management — The significant risk for 
this line of business is morbidity, which is the incidence and 
duration of disability insurance claims and the incidence of 
critical conditions for critical illness insurance. 


Retirement & Investment Services 


Divisional Summary (1) (in $ millions) 


Disability experience is highly cyclical and changes with 
economic conditions. A significant number of disability 
claims relate to stress and mental/nervous disorders, 
reflecting changes in the economy. The incidence of these 
claims is more difficult to predict and adjudicate than many 
other conditions. In addition, they tend to last longer than 
claims related to other disabilities. 


The Company manages the disability risk through its 
underwriting practices, experience and trend analysis, 
in addition to its reserve and pricing reviews. Current 
morbidity experience reflects the diligence of past 
underwriting practices and pricing, as well as 

current practices. 


Years ended Individual Group Group 
Savings Savings Investment Payout 
Plans Plans Management _ Annuities Total 
December 31, 2002 
Sales premium 
Risk-based products $ 374 $ ay) Le a 45 $ 459 
Segregated funds 1,963 209 361 — 2,533 
Revenue premium income 
Risk-based products 90 152 - 32 274 
Segregated funds 1,649 802 361 - 2,812 
Assets under administration 
Risk-based products 15226 1,124 43 2,603 4,996 
Segregated funds 10,074 3,797 4,633 = 18,504 
Total $ 11,300 $ 4,921 §$ 4,676 $ 2,603 $ 23,500 
December 31, 2001 
Sales premium 
Risk-based products $ 417 $ 38 $ I$ oe > 497 
Segregated funds 1,916 195 287 - 2,398 
Revenue premium income 
Risk-based products 7 141 - 33 247 
Segregated funds 1,586 Tou 308 - 2,631 
Assets under administration 
Risk-based products 1323 1,107 62 2,665 5157, 
Segregated funds 10,012 3,838 5,243 = 19,093 
Total om 2 ile 4,945 $ D309 2,665 $ 24,250 


(1) Excludes Quadrus distributed mutual funds sales and assets. 

The Company’s Retirement & Investment Services (RIS) 
division experienced mixed sales results in 2002 as the 
difficult market conditions persisted. Continued poor equity 
market performance led to growing consumer unease with 
investment funds and more interest in preserving capital 
and in products with guarantees. 


. Within this difficult investment climate, total RIS division 


assets remained stable. According to 2002 mutual fund asset 
statistics published by the Investment Funds Institute of 
Canada (IFIC), total Canadian mutual fund assets decreased 
by 8%, while the Company’s individual retail segregated 
funds grew marginally during the same period. 
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The Company strengthened its leading market share 
position for individual segregated funds assets, increasing to 
25.8% at December 31, 2002, from 23.6% at the end of 
2001. The Company’s market share of individual retail 
segregated funds net deposits at December 31, 2002, was 
68%. Gross sales and net cash flow of individual savings 
plans increased in 2002 over 2001. Net cash flow for 
individual retail segregated fund assets for 2002 was 8% 

of beginning assets, compared with 1% for the Canadian 
mutual fund industry, as published by IFIC. The Company 
offers 56 Freedom Funds™ to individual Freedom 55 
Financial clients and 54 segregated funds to individual 
Great-West clients. 


Group savings plan sales increased slightly year over year 
despite an overall sales decline in the marketplace. An 
increase in revenue premium resulted in improved net cash 
flow in 2002, compared to 2001. In addition, continued 
enhancements in online services contributed to improved 
unit costs. An industry benchmark study by Brendan Wood 
International ranked the Group Retirement Services 
organization first in client service, client loyalty and 
selection criteria. Group Investment Management sales for 
2002 increased from the previous year due to favourable 
results from the large case market. 


Mutual Funds — Mutual fund assets distributed by Quadrus 
licensed investment representatives increased 19% as a result 
of sales activity and successfully repatriating investment 
representatives and their mutual fund business to Quadrus. 
In 2002, sales of mutual funds through Quadrus increased 
41% despite the difficult marketplace. By year end, Quadrus 
had over 3,000 licensed investment representatives. 


Quadrus Investment Services (in $ millions) 


Years ended December 31 2002 2001 
Mutual fund sales SeLOS Ge o8 
Distributed mutual fund assets 1,152 969 


Quadrus offers 40 mutual funds under the Quadrus Group 
of Funds™ brand. Quadrus works closely with Mackenzie 
Financial Corporation (Mackenzie), a member of the Power 
Financial Corporation group of companies, which manages 
Quadrus’s administrative platform. The Company expects 
significant growth in this relatively new line of business. 
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Risk Analysis and Management — The Company's 
investment fund business is fee-based, with revenue and 
profitability based on the market value of investment fund 
assets under management. Fluctuations in fund asset levels 
occur as a result of both changes in cash flow and general 
investment market conditions. Through its wide range of 
funds, the Company limits its risk exposure to any particular 
market. As well, the Company advocates its clients follow a 
long-term asset allocation approach, which reduces the risk 
of cash flow changes due to market timing. The success of 
this approach is evident with the Company experiencing 
significantly better net cash flow and market returns on its 
segregated funds than overall mutual fund industry results. 


At December 31, 2002, 67% of individual segregated funds 
assets were in diversified funds and “fund of funds” 
investment profiles, which are designed to improve the 
likelihood of optimal returns within a given level of risk. 


A risk facing the industry has been the trend towards 
promoting guarantees against losses on segregated fund 
investments. The capital requirements introduced by OSFI 
at the end of 2000 (based on a risk-adjusted set of factors) 
influenced the industry to adopt significant changes in 
product design, with a trend towards more conservative 
guarantees and, in many cases, increased fees for clients. 
These changes further increased the competitiveness of the 
Company’s products and lowered future risk for the 
industry as a whole. The vast majority of the Company’s 
maturity guarantees are for 75% of policyholder deposits, 
less withdrawals, rather than the more aggressive 100%. 


Outlook - IIIP 


The past 12 months have been exceptionally challenging for 
the North American economy. Despite this turbulence, the 
Company increased the size of its distribution organizations 
— Freedom 55 Financial and Great-West — and outperformed 
the industry in many areas. 


Performance in Individual life insurance significantly 
outpaced the industry. Although life insurance sales were 
down 3% across the industry, the Company’s total new 
annualized premium grew 11% from the prior year, while 
sales of participating insurance increased 28% from 2001. 
Sales were particularly strong in the affluent and established 
market segment, where life insurance can play an important 
role in business succession and estate planning. The 
Company expects this demand to continue. 
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Both mutual and segregated funds assets under management 
grew in 2002 despite difficult markets and investor anxiety. 
Great-West is the leading provider of segregated funds in 
Canada. Proprietary segregated and mutual funds accounted 
for approximately $1 of every $5 in net sales in the 
investment industry. 


An important goal is to continue to equip financial security 
advisors with tools to enhance their productivity. Financial 
security advisors and managers are already enjoying the 
benefits of a new business planning tool, as well as enhanced 
planning and sales tools to use with clients. During the last 
12 months, financial security advisors received new, 
simplified sales processes to help increase revenues from 
investment funds and critical illness insurance. In 2003, the 
Company will expand the use of these tools and introduce 
new sales tools for risk products. 


Reinsurance & Specialty General Insurance 


In addition, the Company will make a significant investment 
in technology support to financial security advisors by 
providing greater access to online information and client 
service tools. 


Another priority is to provide clients with improved fund 
statements for retail segregated funds. The new statements 
will include graphs, charts and an easier-to-read format so 
clients can track account activity and see at a glance how 
their portfolio is structured and performing. 


An important future source of revenue is subsidiary 
Quadrus Investment Services. In particular, the Quadrus 
family of 40 exclusive mutual funds represents a growing 
source of fee income. 


The Company conducts its reinsurance business through London Reinsurance Group (LRG), which participates in life, property 
and casualty, accident and health, and annuity coinsurance, in specific niche markets. 


Consolidated Net Income (in $ millions) 


Years ended December 31 2002 2001 
Income: 

Premium income $ BORD 3,455 

Net investment income 474 473 

Fee and other income 2) 2D 
Total income 4,398 3,930 
Benefits and Expenses: 

Paid or credited to policyholders 4,338 3,894 

Other 28 78 
Net operating income before income taxes oD (42) 
Income taxes 2 (12) 
Net income before non-controlling interests 30 (30) 
Non-controlling interests l 2 
Net income before goodwill amortization 29 (32) 
Amortization of goodwill — 8 
Net income $ 29 $ (40) 
Summary of Net Income 

Preferred shareholder dividends $ - $ - 

Net income — common shareholders 29 (40) 

Net income $ DOEES (40) 
Net Income Analysis (in $ millions) 
Years ended December 31 2002 2001 
London Reinsurance Group (1) $ Goes (34) 
London Guarantee — operations = (1) 

— gain on sale sil - 

Other (1) (5) 
Total $ my E (40) 


(1) 2001 includes a provision of $73 in the shareholder account for the events of September 11, 2001. 
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Management’s Discussion and Analysis (cont'd) 


Net income attributable to common shareholders of 

$29 million in 2002, is comparable to $41 million a year ago, 
after adjusting 2001 to exclude goodwill amortization and 
charges related to the events of September 11, 2001. In 

2002, net income of $29 million was impacted by both a . 
gain on the sale of London Guarantee in early 2002 and 
unfavourable reinsurance experience in LRG. 


London Reinsurance Group (LRG) 


The Company’s reinsurance business is conducted through 
LRG. LRG is a global provider of specialty finite reinsurance 
and holds a strategic position in a number of niche 
retrocession and reinsurance markets. LRG is a composite 
reinsurer, reinsuring life, property and casualty, accident and 
health and annuity business primarily in the United States 
and Europe, through operating subsidiaries in the United 
States, Barbados and Ireland. LRG holds a strong market 
share in the U.S. property and casualty finite retrocession 
market and the U.S. life financial reinsurance market. 


London Reinsurance Group — Divisional Summary (in $ millions) 
Years ended December 31 2002 


LRG’s net loss for 2002 was $1 million compared to a loss 
of $34 million in 2001. In 2001, a charge was made for 

$82 million after-tax, of which $73 million was attributable 
to the shareholder account, related to an estimated claims 
provision from the events of September 11, 2001. No 
changes have been made with respect to this provision to 
date, as the original amount continues to be considered 
appropriate. 


Income in 2002 was adversely impacted by strengthening 
of reserves related to the guaranteed maturity benefit 
portfolio due to stock market deterioration, and 
strengthening of reserves as a consequence of deterioration 
in claims experience on certain property and casualty and 
life reinsurance contracts. Although no significant cash 
payments have been made on these reinsurance contracts, 
a full provision has been made to reflect the level of claims 
as notified by clients. 


2001 


Premium 
Income 


Premium 


Assets Income Assets 


Line of Business 


Life $ 2,815 
Property and casualty 829 
Annuity Ny, 
Accident and health 86 


Capital and surplus - 


DE SOSmEED Dey Ss 2,368 


os 853 3,181 
WSS 150 909 
203 39 90 
715 = 717 


Iss & S209) © 7,265 


Soils 8 SOLS 5,765 
1,049 137 579 
928 121 921 


$ 3,922 

Geographic 
Barbados $ OalSy, 
Ireland 681 
Other 104 
§ 3,922 


Premium income in 2002 increased $563 million or 17% 
over 2001 primarily due to the level of underlying life line of 
business structured reserve transfer reinsurance contracts 
written in 2002. Assets in the life line of business had a 
corresponding increase in 2002. 


Risk Analysis and Management — LRG continues to manage 
its risk through the diversification of business by client, 
geographic area and type of risk insured. LRG’s 
underwriting policies, investment and financial 
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ES © sees) § 7,265 


management practices allow LRG to react to a changing 
business environment. 


LRG’s capacity to write financial reinsurance business is 
determined primarily by its ability to issue letters of credit 
to clients and maintain a strong liquidity position. In this 
regard, LRG continues to benefit from the overall strength 
and support of Great-West and its commitment to the 
reinsurance business. LRG has a U.S. $1.425 billion 
syndicated letter of credit facility. 


Management’s Discussion and Analysis (cont'd) 


Outlook — LRG 


The reinsurance industry has experienced difficult and 
volatile times over the last few years. The reinsurance 
industry continues to undergo significant changes. 
Reinsurers have exited certain lines.of business and entered 
others. Some reinsurers are being sold and despite the 
general turmoil and uncertainty in the industry, a number 
of new reinsurers commenced operations in 2001 and 2002 
in the aftermath of September 11. 


LRG expects improved results in 2003 due to continuous 
increases in premium rates and improved terms and 


Corporate 


Consolidated Net Income (in $ millions) 


conditions. LRG will maintain its core strategy of providing 
financial reinsurance to core relationship clients. LRG, 
through its operating subsidiaries, will continue to be a 
provider of niche reinsurance products. 


London Guarantee 


As discussed in note 20 of the Company’s financial statements, 
on March 21, 2002, London Life closed the sale of its 
subsidiary, London Guarantee to the St. Paul Companies 

of Saint Paul, Minnesota, which resulted in an after-tax gain 
of $31 million. 


Years ended December 31 2002 2001 
Income: 

Premium income $ Vas 16 

Net investment income 98 125 

Fee and other income 18 17 
Total income 133 158 
Benefits and Expenses: 

Paid or credited to policyholders Sy 33 

Other 22 17 
Net operating income before income taxes 74 108 
Income taxes (55) (7) 
Net income before non-controlling interests 129 115 
Non-controlling interests 23 22 
Net income before goodwill amortization 106 93 
Amortization of goodwill - 3 
Net income $ 106 $ 90 
Summary of Net Income 

Preferred shareholder dividends $ oil 30 

Net income — common shareholders 75 60 

Net income $ 106 $ 90 


The Corporate segment includes investment income, 
expenses and charges related to capital and other assets not 
associated with major business units, as well as the 
reconciliation of total income taxes reported for the 
shareholder account and the internal allocation of income 
taxes to the major units. The Corporate segment also 
includes the business activities of Lifeco, those that are not 
associated with the major business units of Great-West and 
the operations of the United States branch of Great-West. 


Net income attributable to common shareholders in the 
Corporate segment of Canadian operations in 2002 was 

$75 million, compared to $63 million for 2001 after 
adjusting for goodwill. Included in this segment in 2002 is 
the reduction of provisions for income taxes of $41 million 
described in note 13 of the Company’s financial statements, 
partially offset by a strengthening of credit loss provisions 
related to technology holdings and lower investment income 
compared to 2001. 
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Management’s Discussion and Analysis (cont‘d) 


UNITED STATES - 2002 OPERATING RESULTS 


The United States operating results for Lifeco are the net operating income of GWL&A, together with an allocation to the United 
States of a portion of Lifeco’s corporate results. 


Financial Information — United States Operations 


Consolidated Operations (in $ millions) 


Years ended December 31 2002 2001 
Participating Participating 
Shareholder Policyholder Total Shareholder —Policyholder Total % Change 
Income: 
Premium income (1) Ss A503) 8 396 $ 2,989 $ 2,601 $ 425 $ 3,026 -1% 
Net investment income 928 561 1,489 927 534 1,461 2% 
Fee and other income 1,387 - 1,387 1,467 - 1,467 -5% 
Total income 4,908 957 5,865 4,995 959 5,954 -1% 
Benefits and Expenses: 
Paid or credited to policyholders 2,690 925 3,615 2,796 926 3,722 -3% 
Other 1,495 21 1,516 1,604 Wy) 1,626 -7% 
Special Charges (2) = = = 204 = 204 = 
Net operating income before income taxes 723 11 734 391 11 402 83% 
Income taxes 233 1 234 120 9 129 81% 
Net income before non-controlling interests 490 10 500 2AM 2 DS 83% 
Non-controlling interests - 10 10 - 2 2 — 
Net income before goodwill amortization 490 - 490 27M - 27 81% 
Amortization of goodwill - = — 4 - 4 = 
Net income $ 490 $ - $ 490 $ 267 $ — §$ 267 84% 
Summary of Net Income 
Preferred shareholder dividends $ = $ = = $ L$ - $ 1 - 
Net income — common shareholders 490 = 490 266 = 266 84% 
Net income $ 490 $ ap 490 $ XS ss = $ 267 84% 
(1) excludes - segregated funds deposits $ Sr SOCmmES Sarees 3,863 $ 5,019 $ aa ag 5,019 -23% 
- self-funded premium 
equivalents (ASO) $ 8,209 $ - §$ 8,209 $ 8,861 $ = 8,86] 7% 


The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of segregated funds or the claims payments related 
to administrative services only (ASO) Group health contracts. However, the Company does earn fee and other income related to these contracts. 


Segregated fund business is an option offered under an insurance annuity contract, where the benefit amount is directly linked to the market value of the investments 
held in the particular segregated account. The contractual arrangements are such that the segregated fund contract holder bears the risks and rewards of the 
account's investment performance apart from death and maturity benefit guarantees. ASO Group health contractual agreements are those where the Company 
provides administrative and claim paying services for clients, and under these arrangements, the client bears some or all of the claim risk. The selffunded premium 
equivalents generally represent claims paid under these contracts which approximate the additional premiums that would have been earned if these contracts had 
been written as traditional risk programs. 


(2) Results include a non-recurring charge of $204 pre-tax ($133 after-tax) plus operating losses of $32 after-tax, both related to Alta Health & Life Insurance Company 
(Alta), an indirect wholly-owned subsidiary, previously reported at June 30, 2001, as part of the Company's United States Employee Benefits segment. The total impact 
of Alta on net income for the twelve months ended December 31, 2001 was a reduction of $165 after-tax. 


Reference is made to note 18 of the Lifeco financial statements, Segmented Information, for the presentation of GWL&A. 
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Management’s Discussion and Analysis (cont'd) 


Net Income 


Net income from United States operations for 2002 was 
$490 million, compared to $267 million for 2001. United 
States consolidated net income attributable to common 
shareholders was $490 million compared to $266 million for 
2001. After adjusting 2001 for goodwill amortization, plus a 
non-recurring charge of $133 million and 2001 operating 
losses of $32 million, both associated with Alta Health & 
Life Insurance Company (Alta), 2002 earnings increased 

by 13%. 


All following 2001 comparative figures have been adjusted 
to exclude goodwill amortization and Alta charges. 


Net Income Attributable to Common Shareholders 
(in $ millions) 


Years ended December 31 2002 2001 % Change 
Employee Benefits $) 2505 5S, 215 16% 
Financial Services 247 244 1% 
Corporate (7) (24) = 
8 290 S ABS 13% 
(US $ millions) 
Employee Benefits SH GLSOS SS, ove 38 15% 
Financial Services 158 157, 1% 
Corporate 4 (1) = 


SUS S2I S294 9% 


The positive earnings results, after excluding the impact of 
special non-recurring charges related to Alta, reflect 
improvement in Employee Benefits associated with 
improved morbidity in the mid-market block of health 
business. Earnings from the Financial Services division 
were basically flat as the reduction in fee income was offset 
by a decrease in operating expenses and an increase in 
interest margins. 


Historically, the 401(k) business unit had been included 
with the Employee Benefits segment. To capitalize on 
administrative system efficiencies and group pension 
expertise, 401(k) is now administered by the Financial 
Services segment. As a result, prior period segment results 
have been reclassified to conform with this change. 


GWL&A recorded $54 million ($35 million, net of tax) of 
restructuring costs in 2002 related to the costs associated 
with the consolidation of benefit payment offices and sales 
offices throughout the United States. The charges relate to 
severance, disposal of furniture and equipment, and 
termination of leasing agreements. During 2002, 977 
employees were terminated, of which 923 worked in the 
Employee Benefits Division. 


GWL&A established a premium deficiency reserve on the 
Alta block of business in 2001. Releases of $29 million in 
2001 and $13 million in 2002 were made to offset the 
underwriting losses incurred on this under-priced block 
of business. Also during 2002, this reserve was reduced by 
$30 million ($20 million net of tax) based on an analysis 
of emerging experience. The balance of the premium 
deficiency reserve at December 31, 2002 was zero. 


In 2002, a study of the Company’s mortality and recovery 
experience of disabled lives under waiver of premium 
contracts resulted in a reduction in group waiver of 
premium disability reserves totaling $54 million 

($38 million, net of tax). 


The 2002 morbidity experience was negatively impacted by 
the payment of claims associated with a new Department 
of Labor (ERISA) regulation requiring payment of claims 
within 30 days of receipt (approximately $25 million, net 
of tax). 


In terms of major business units: 


Employee Benefits — The increase in earnings for 2002, 
compared to a year ago, is primarily related to improved 
morbidity results. 


Financial Services — The overall results increased from 2001 
primarily as the result of currency exchange rates. An 
increase in interest margins from 2001 and a decrease in 
operating expenses were offset by a reduction of fees (due to 
lower U.S. equity markets). 


Corporate — The change for 2002 compared to a year ago, 
reflects the net settlement of forward foreign exchange 
contracts at the Lifeco level, which are associated with the 
translation of United States operations into Canadian 
dollars. This segment also benefited from a reduction in U.S. 
withholding taxes in 2002 and credits associated with prior 
year income taxes. 


Great-West Lifeco Inc. Annual Report 2002 © 


Management’s Discussion and Analysis (cont'd) 


Premiums and Deposits 


Years ended December 31 (in $ millions) Premiums and Deposits Sales 
2002 2001 % Change 2002 2001 % Change 
Business/Product 
Employee Benefits 
Group life and health $ 9,786 $ 10,569 -7% $ WHS SS 1,014 16% 
Financial Services 
Savings DSI 1,926 20% TT 1,025 -24% 
Insurance Vou 1,573 -52% 225 867 -74% 
401(k) 2,206 2,838 -22% 993 1,169 -15% 
$ 15,061 $ 16,906 -11% $ S73) SS 4,075 -22% 
Summary by Type 
Risk-based products $ 2,989 $ 3,026 -1% 
ASO contracts 8,209 8,861 -7% 
Segregated funds deposits: 
— Individual products 644 1,369 -53% 
— Group products 3,219 3,650 -12% 
Total premiums and deposits $ 15,061 $ 16,906 -11% 
Total premiums and deposits 
and sales US$ $ 9,593 $ 10,914 -12% $ PAPAL SS 2,631 -23% 
The 11% decrease in premium income and deposits in 2002 Net Investment Income (in $ millions) 
was comprised of a decrease of $783 million in Employee Years ended December 31 2002 2001 % Change 
Benefits premium income and deposits, and a decrease Investment income earned $ 1,453: $ 15453 = 
in Financial Services premium income and deposits of Amortization of gains 
$1.1 billion. The decline in the Employee Benefits segment and losses 4] 23 78% 
is primarily due to lower membership levels associated Provision for credit losses 8 - - 
with lower case sales. The decrease in Financial Services Gross investment income 1,502 1,476 2% 
premium income was primarily due to lower Business Less: Investment expenses 13 15 -13% 
Owned Life Insurance (BOLI) premiums and lower 401 (k) Net investment income $ 1,489 $ 1,461 2% 


premium deposits. 


The 1% decrease in premium income for risk-based 

products primarily reflects a reduction in group life and Bonds 73% (70%) 
health premiums of $131 million, a decrease in individual Mortgage loans 6% (7%) 
insurance of $60 million, and a decrease in individual 
annuity of $18 million offset by an increase in group 
annuity of $199 million. The segregated funds decrease 
of 53% in individual products is primarily driven by BOLI Other -2% (1%) 

and the group products division decrease reflects lower SN SC TUNE La 
401(k) deposits. 


Loans to policyholders 22% (21%) 


Real estate 1% (1%) 


Net investment income for 2002, representing the investment 
revenue from general fund assets (excludes segregated funds 
assets) increased slightly, reflecting a combination of market 
conditions and minimal growth in the general account 
portfolio. The bond component of net investment income 
increased to 73% in 2002, as the Company continues to 


ASO contracts 55% (52%) 
Risk-based products 20% (18%) 


Segregated funds deposits — Group products 
21% (22%) 


Segregated funds deposits — Individual products invest primarily in investment grade bonds. 
2001 figures are shown in brackets Fee Income ER hoes) 
Years ended December 31 2002 2001 % Change 
Segregated funds $ 244 $ 257 -5% 
ASO contracts 1,036 1,105 -6% 
Other 107 105 2% 
Sa S87 Geele4on -5% 
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ASO contracts 75% (75%) 


Segregated funds 18% (18%) 


Other 7% (7%) 


2001 figures are shown in brackets 


Fee income is derived from the management of segregated 
funds assets and the administration of group health ASO 
business. The ASO fee income decrease was the result of a 
decrease in medical membership, while the segregated funds 
fee change reflects the impact of the lower U.S. equity 
markets, particularly with respect to 401(k) business. 


Paid or Credited to Policyholders 


This amount is made up of increases in policy liabilities, 
claims, surrenders, annuity and maturity payments, dividend 
and experience refund payments for guaranteed products, 
but does not include payment amounts for fee-based 
products (ASO contracts and segregated funds). 


For risk-based products the amount paid or credited to 
policyholders decreased 3% when compared to 2001. The 
decrease is primarily related to a decrease in actuarial 
liabilities of $230 million, which is primarily associated with 
participating life insurance business partially offset by the 
difference in the U.S. currency conversion rates totaling 

$70 million. 


Consolidated Balance Sheet — United States Operations (in $ millions) 


Management’s Discussion and Analysis (cont‘d) 


Policyholder dividends credited in 2002 were $198 million, 
compared to $200 million in 2001. 


Other 


Included in other benefits and expenses are operating 
expenses, commissions, as well as premium taxes. 


Other (in $ millions) 


Years ended December 31 2002 2001 % Change 
Total expenses SESS ee Saale? Sy -8% 
Less: Investment expenses 13 15 -13% 

Operating expenses 1,176 Zsa -8% 
Commissions 291 296 -2% 
Premium taxes 49 58 -16% 

Total Seales l6nes 115626 -7% 


Operating expenses for 2002 are lower than 2001 levels by 
8% or $96 million primarily reflecting action the Company 
took to offset the lower expense recoveries associated with 
the membership decline in Employee Benefits. The 
reduction in expenses was partially offset by $25 million of 
restructuring costs recorded in the fourth quarter of 2002. 


Commissions include sales compensation related to 
guaranteed products, as well as segregated funds and 
administrative services only contracts. The decrease of 2% is 
mostly related to Financial Services as sales were off over 20%. 


Premium taxes decreased 16% primarily as a result of the 
large decrease in BOLI separate account premiums. 


December 31 2002 2001 
Participating Participating 
Shareholder —_ Policyholder Total Shareholder Policyholder Total 

Assets 

Invested assets $ 14,550 $ BNO 22,680 $ 14,836 $ 8,009 $ 22,845 

Goodwill and intangible assets 66 - 66 66 ~ 66 

Other general fund assets 987 328 1,315 1,249 309 1,558 
Total assets $ 15,603 $ 8,458 $ 24,061 $ IS LiSy 8S 8,318 $ 24,469 
Segregated funds assets 17,544 19,774 
Total assets under administration $ 41,605 $ 44,243 
Liabilities, Capital Stock and Surplus 

Policy liabilities $ 11,450 $ It © 19,407 $ 11,847 $ 7,832 $ 19,679 

Net deferred gains on portfolio 

investments sold 136 8 144 123 8 131 

Other general fund liabilities 1,667 249 1,916 2,038 243 2,281 
Total liabilities NB}72595) 8,214 21,467 14,008 8,083 22,091 
Non-controlling interests ~ 244 244 - 235 235 
Capital stock and surplus 2,350 ~ 2,350 2,143 — 2,143 
Total liabilities, capital stock and surplus Saye 155603" $ 8,458 $ 24,061 $ 16,151 $ 8,318 $ 24,469 
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Management’s Discussion and Analysis (cont'd) 


Assets 


Total assets under administration decreased $2.6 billion 
or 6% in 2002 when compared to the year ended 
December 31, 2001. Segregated funds assets decreased 
$2.2 billion due to a combination of the change in U.S. 
exchange rates and the continued weakening of the equity 
markets in the United States. The invested assets of the 
general fund decreased $0.2 billion due to a change in 
U.S. exchange rates. 


Invested Assets 


Both general fund and segregated funds assets are managed 
or administered by the Investment Division of the Company. 
Within the Company’s conservative investment policies, the 
Investment Division manages portfolios of assets to produce 
a steady source of income to support the cash flow and 
liquidity requirements of the Company’s insurance and 
investment products. The Company invests the majority 
of its general funds in medium-term and long-term fixed- 
income securities, primarily bonds and mortgages, which 
reflect the nature of the liabilities being matched. 


Asset Distribution (in $ millions) 


The Investment Division reviews its investment strategy on 
an ongoing basis in light of liability requirements and current 
economic and market conditions. The Company’s investment 
policies limit concentrations of risk within its investment 
and lending portfolios, which are well-diversified by asset 
class, industry sector, location and size of borrowers. 


Net investment income for 2002 remained flat at $1.5 billion. 
The Company’s overall investment portfolio earned a yield 
of 7.3% in 2002, compared to 7.4% in 2001, reflecting the 
general decline in interest rates. 


In 2002, funds available for investment and mortgages 
subject to renewal and rate adjustment totaled $2.2 billion, 
and were placed as follows: 


* 41% in U.S. government and agency bonds, 
* 58% in other bonds, 
* 1% in mortgage renewals. 


December 31 2002 2001 
Government bonds $ 5,278 23% $ 5,012 22% 
Corporate bonds E372 50 11,301 50 
Mortgages 660 3) O77. 4 
Stocks and real estate 354 2 327 1 
Sub-total portfolio investments 17,664 17,617 

Cash & certificates of deposit 333 1 448 2 
Policy loans 4,683 21 4,780 pal 
Total invested assets $ 22,680 100% $ 22,845 100% 


Asset Quality 


The Company’s exposure to non-investment grade bonds 
was $471 million or 3% of the portfolio at December 31, 
2002, up from $406 million at December 31, 2001. 


Total exposure to the Telecommunications, Media and 
Information Technologies (TMT) sectors for United States 
operations is $370 million ($370 million in 2001), of which 
31% are rated “A” or higher, 62% are rated “BBB” and 7% 
or $26 million are non-investment grade. 


Non-performing investments, including bonds in default, 
mortgages in the process of foreclosure or in arrears 90 
days or more, and real estate acquired by foreclosure, 
totaled $46 million or 0.26% of portfolio investments at 
December 31, 2002, compared with $138 million and 
0.78% at December 31, 2001. 


The Company’s allowance for credit losses at 
December 31, 2002 for non-investment grade bonds and 
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non-performing assets was $88 million, a decrease of 

$12 million from December 31, 2001. Additional provisions 
for future credit losses on assets backing liabilities are 
included in actuarial liabilities and amount to $34 million 
at December 31, 2002 ($49 million at December 31, 2001). 


The Company’s new bond investments included not 

only publicly-traded corporate bonds and highly rated 
structured securities, but also private placements which 
typically offer higher yields and better covenant protection 
than public bonds. The Company anticipates investment 
grade bonds will remain the largest component of its 
2003 investment program. 


As of December 31, 2002, approximately 96% of the 
Company’s invested assets were cash, bonds or policy loans. 
The overall quality of the bond portfolio, the largest single 
component of the Company’s invested assets, continues to 
be high, with 97% of the portfolio rated investment grade. 


Management’s Discussion and Analysis (cont'd) 


Bond Portfolio Quality (excludes $1,033 short-term investments, $578 in 2001) (in $ millions) 


December 31 2002 2001 

Estimated Rating 
AAA $ 9,220 59% $ Qi 58% 
AA 1,401 9 1,415 9 
A 2,298 15 2,203 14 
BBB DDD, 14 2,580 16 
BB or lower 47] 3 406 3 

Total $ 15,617 100% $ 155/35 100% 


Non-Performing Loans (in $ millions) 


December 31 2002 2001 

Foreclosed Foreclosed 
Asset Class Bonds = Mortgages__ Real Estate Total Bonds Mortgages Real Estate Total 
Non-performing loans $ 3955S 4 $ oes 46 $ 113 $ 8 $ ly $ 138 


Allowances for Credit Losses (in $ millions) 


December 31 2002 2001 
Specific General Specific General 
Provisions Provisions Total Provisions Provisions Total 
Bonds and mortgage loans $ = 88 $ 88 $ So 100 $ 100 


The bond portfolio is comprised of structured securities at 
48% and corporate bonds at 52%. The structured securities 
category includes both asset-backed and mortgage-backed 
securities. The Company’s strategy, related to these assets, is 
to focus on those with low volatility and minimal credit risk. 


The U.S. equity portfolio consists primarily of the Denver 
home office, minimal other real estate, seed money in some 
of the Company’s segregated funds and a small amount of 
common stock and private equities. The Company 
anticipates a limited participation in real estate and the 
equity markets during 2003. 


Other General Fund Assets (in $ millions) 
December 31 2002 2001 


Total other general fund assets 


Segregated Funds Assets (in $ millions) 


o Asis 3 lyse 


Other general fund assets, at $1.3 billion, is made up 

of several items, including premiums in the course of 
collection, future income taxes, interest due and accrued, 
fixed assets, software development, and accounts receivable. 
The decrease of $243 million is mainly attributable to 
decreases in deferred income tax of $102 million, premium 
receivable of $73 million, and furniture and equipment of 
$33 million. 


Segregated Funds 


The Company continues to offer a broad selection of mutual 
and segregated funds. During 2002, such funds administered 
by the Company declined to $17.5 billion, reflecting the 
lower U.S. equity markets, compared with $19.8 billion at 
year-end 2001. 


December 31 2002 2001 2000 1999 1998 
Variable funds $ ID geil 16,103 $ 16,394 $ NG sles 14,588 
Stable asset accounts 4,813 3,671 2,083 e227 847 
Total $ 17,544 MLO Aes 18,477 $ 17,998 $ 15,435 
Year over year growth -11% 7% 3% 17% - 
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Management’s Discussion and Analysis (contd) 


Outlook — Investment 


The U.S. economic recovery is proving to be sluggish and 
uneven. The Company expects growth to be below trend 
for the next few quarters, gaining momentum through the 
second half of 2003. Currently, economic indicators are 
mixed. Expectations are for domestic real GDP growth in 
2002 and 2003 of approximately 2.5%. Globally, economies 
remain weak with the exception of China. 


The Federal Reserve Board responded aggressively to weaker 
than expected economic data with a 50 basis point cut in the 
Fed Funds rate to 1.25% at the November meeting. While 
stimulative policy and strong underlying productivity growth 
were expected to restore the economy to a sustainable trend 
rate of growth, persistent stock market weakness has undercut 
monetary policy stimulus and economic risks are biased to 

a below potential growth scenario. 


Interest rates across the curve bottomed in early October 
after declining to levels not experienced since the 1960’s, 
rising modestly since then. It is likely that inflation and 
yields will stay relatively low over the intermediate term, 
providing the Federal Reserve Board significant latitude to 
allow the economy to gain some momentum before they 
begin to resume an upward bias. 


The Company’s investment portfolio is well positioned for 
the current interest rate environment. The portfolio is well 
diversified and comprised of high quality, relatively stable 
assets. The Company opportunistically added exposure in 
investment grade corporate securities at historically wide 
spreads in 2002 in addition to investing in structured 
securities with moderate interest rate sensitivity. It is the 
Company’s philosophy and intent to maintain its proactive 
portfolio management policies in an ongoing effort to 
ensure the quality and performance of its investments. 


Liabilities 


December 31 (in $ millions) 2002 2001 
Policy liabilities $19,407 $19,679 
Net deferred gains on portfolio 

investments sold 144 131 
Other general fund liabilities 1,916 2,281 
Total liabilities $21,467 $22,091 
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Policy Liabilities 


Policy liabilities are down 1.4% from December 31, 2001 to 
$19.4 billion at December 31, 2002, primarily from the 
difference in U.S. exchange rates. 


Other General Fund Liabilities (in $ millions) 


December 31 2002 2001 

Current income taxes $ 2. led 
Repurchase agreements 511 400 
Commercial paper and other loans 429 433 
Other liabilities 974 1632.0 


Total other general fund liabilities S$ c1L91Gmeoe2 28 


Total other general fund liabilities were $1.9 billion at 
December 31, 2002, down 16% from December 31, 2001. 
Other liabilities, at $974 million, decreased $346 million 
from December 31, 2001. This grouping of accounts consists 
of accruals, payables and policyholder deposits not yet 
allocated. The decrease in 2002 is primarily the result of 
brokerage settlement accruals being lower by $149 million, a 
decrease in bank overdrafts of $69 million and policyholder 
deposits not yet allocated lower by $87 million. 


Commercial paper and other loans at $429 million are 
essentially unchanged from December 31, 2001 values. 


Liquidity 


The liquidity needs of the United States operations of the 
Company are closely managed through cash flow matching 
of assets and liabilities and forecasting earned and required 
yields, to ensure consistency between policyholder 
requirements and the yield of assets. Approximately 89% of 
policy liabilities are either non-cashable prior to maturity, 
subject to market value adjustments, or subject to 
withdrawal penalties. 


At December 31, 2002, United States operations had 

$511 million of repurchase agreements with third-party 
broker-dealers, compared with $400 million at December 
31, 2001; and had $153 million of outstanding commercial 
paper at December 31, 2002, compared with $154 million 
at December 31, 2001. 


Additional liquidity is available through established lines 
of credit and through the demonstrated ability of the 
Company to access the capital markets. 


Management’s Discussion and Analysis (contd) 


Liquid Assets (in $ millions) 


December:31 2002 
Balance Sheet Market 
Value Value 
Cash & certificates of deposit $ 83359 355 
Highly marketable securities 
Government bonds 4,017 A135 
Corporate bonds 9,435 9,818 
Common/Preferred shares 163 143 
Total $ 13,948 $ 14,429 


Cashable Liability Characteristics (in $ millions) 
December 31 
Surrenderable insurance and annuity liabilities 
At market value 
At book value 
Total 


BUSINESS SEGMENTS - GWL&A 


Employee Benefits 


Consolidated Net Income (in $ millions) 
Years ended December 31 
Income: 
Premium income 
Net investment income 
Fee and other income 
Total income 
Benefits and Expenses: 
Paid or credited to policyholders 
Other 
Special Charges 
Net operating income before income taxes 
Income taxes 
Net income before non-controlling interests 
Non-controlling interests 
Net income before goodwill amortization 
Amortization of goodwill 
Net income 


Summary of Net Income 
Preferred shareholder dividends 
Net income — common shareholders 
Net income 


2001 
Balance Sheet Market 
Value Value 
$ 448 $ 448 
3,566 3,603 
7,658 7,778 
119 LW 
$ iiig7on Ss 11,946 
2002 2001 
$ 6,874 $ 6,812 
6,791 6,859 
$ 13,665 $ 13,671 
2002 2001 
S avy Ss 1,708 
109 106 
1,036 1,105 
DID 2,919 
1,208 1,439 
1,139 1,208 
= 204 
35 68 
125 18 
250 50 
250) 50 
- 2 
$ 250 $ 48 
$ —- §$ = 
250 48 
250 $ 48 
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Management’s Discussion and Analysis (cont'd) 


Net income for Employee Benefits increased 16% in 2002, 
after adjusting 2001 for goodwill amortization charges of 
$2 million and a one-time charge of $133 million and 
operating losses of $32 million, net of tax, recorded in 2001 
related to Alta, as discussed below. 


Employee Benefits — Divisional Summary (in $ millions) 


While medical costs and utilization trends were higher in 
2002, increased pricing helped to enhance the morbidity 
results. Overall group life and health membership was down 
14.8%, reflecting strong renewal rate action and the general 
decline in the economy. 


Years ended December 31 Premiums and Deposits Sales 
2002 2001 % Change 2002 2001 % Change 
Business/Product 
Group life and health — guaranteed $ Say 1,708 -8% §$ — §$ - - 
— ASO 8,209 8,861 -7% 1,176 1,014 16% 
Group life and health fee income 1,036 1,105 -6% = a = 
Total $ 10,822 11,674 -7% §$ AZ 1,014 16% 


Group Life and Health 


The 2002 premiums and deposits for group life and health 
were $9.8 billion, a decrease of 7% from 2001, due to lower 
membership levels associated with lower case sales. 


The Company acquired Alta on July 8, 1998. During 2000 
and 2001, the Alta business continued to be run as a free- 
standing unit, but was converted to the Company’s systems 
and accounting processes. This conversion program resulted 
in significant issues related to pricing, underwriting, and 
administration of the business. As a result, the Company 
incurred a one-time charge, in 2001, of $133 million, net of 
tax. Alta discontinued writing new business and all Alta 
customers were moved to GWL&A contracts. All Alta sales 
and administration staff became employees of the Company 
and the underwriting functions are now conducted by the 
underwriting staff of the Company. Alta’s morbidity 
experience improved in the fourth quarter of 2001 and in 
2002 as the result of pricing changes initiated during 2001. 


Fee income decreased 6% from $1.1 billion in 2001 to 

$1.0 billion in 2002. The decrease is primarily attributable to 
the 14.8% decline in membership. Significant price increases 
on in-force cases, however, mitigated further deterioration 
of fee income. 


Benefits and expenses decreased 11.3% from $2.6 billion in 
2001 to $2.3 billion in 2002. While increased utilization and 
higher medical costs increased benefits on in-force cases, the 
decrease in overall membership resulted in a reduction of 
benefits. Operating expenses decreased $88 million in 2002, 
as the Company needed to reduce expenses in line with the 
reduction in membership. 


The total life and health block of business is comprised of 
2.2 million members at December 31, 2002, down from 
2.6 million members a year ago. 
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Risk Analysis and Management — Healthcare risks include 
medical cost inflation, which may exceed annual pricing 
adjustments to policyholders. In addition, changes in 
utilization may impact health care costs. These utilization 
trends can be attributable to adjustments in healthcare 
delivery systems, such as the development of new practice 
standards or breakthrough treatments. Furthermore, 
changes to product design may also impact utilization 
trends. These changes include amendments that modify 
covered benefits or funding changes that shift financial 
burden from the employer to the employee. 


The Company manages some of these risks through medical 
cost management, product design, and underwriting 
management. The Company manages medical costs through 
dedicated provider contracting. In addition, the Company 
continues to invest in enhanced care management programs. 
Product designs that shift healthcare costs to members 
typically help control utilization. Medical underwriting by 
case risk has also been expanded. Through the combination 
of medical cost management, product design, and 
underwriting management, the Company strives to ensure 
continued profitability. 


Outlook — Employee Benefits 


At GWL&A, remaining competitive means focusing on the 
core disciplines that provide value to our clients, specifically: 
healthcare cost management, underwriting and product 
design management, and sales force management. The 
Company also knows administrative costs must remain in 
keeping with industry standards. 


Contracting efforts are critical to the Company’s value 
equation in an environment of escalating medical costs. 
That is why in 2003, the Company will increase spending to 
evaluate provider networks and provider recontracting. The 
Company will also continue to expand healthcare 


management/disease management programs for members 
with diabetes, asthma, coronary heart disease and other 
chronic illnesses. 


The Company has expanded medical underwriting to ensure 
pricing is consistent with healthcare risk, an item that is 
difficult to estimate on smaller cases. Therefore the 
Company is reducing its focus on cases with fewer than 

50 members in 2003. 


GWL&A continues to evaluate product design. The three- 
tier prescription drug program launched in 2001 proved 
very attractive to its clients and will continue in 2003. The 
Company reaffirms its commitment to traditional, self- 
funded health plans and will reduce complex, hybrid self- 
funded options. As an answer to rising costs, the Company 
continues to explore product design options that shift 
healthcare cost from the employer to the employee. 


The sales force reorganization will continue in 2003. The 
Company has discontinued new sales under the Alta, 
General American, and New England names because 
multiple distribution channels are costly and increase brand 
confusion. Instead, the Company has combined these teams 


Financial Services 


Consolidated Net Income (in $ millions) 


Management’s Discussion and Analysis (cont'd) 


with GWL&A’s to create a unified GWL&A sales force 
organized along distribution channels. Likewise, resources 
will be invested to enhance the Great-West Life & Annuity 
brand identity. 


GWL&A remains focused on reducing administrative costs. 
In 2002, the Employee Benefits segment achieved three main 
productivity improvements: 1) reduced full-time equivalents 
(FTEs) from over 6,600 in 2001 to fewer than 4,900 in 2002; 
2) enhanced efficiencies through online billing and other 
Internet-enabled functions; and 3) increased claims 
payment efficiency. The Company anticipates similar 
productivity strides in 2003 as a result of ongoing 
investments in process improvement and continued 

sales and claims payment office consolidation. 


One challenge facing the Company in April 2003, and also 
affecting all other carriers in the industry, is the significant 
implementation and administrative cost associated with 
Administrative Simplification compliance federally 
mandated in HIPAA (the Health Insurance Portability 
and Accountability Act of 1996). 


Total net income for Financial Services increased 1% in 


Years ended December 31 2002 2001 
Participating Participating 
Shareholder _Policyholder Total Shareholder _Policyholder Total 

Income: 

Premium income $ 1,016 $ 396 $ AMD $8 893 $ AD 5aaS 1,318 

Net investment income 824 561 385 831 534 1,365 

Fee and other income 350 - 350 362 ~ 362 
Total income 2,190 957 3,147 2,086 959 3,045 
Benefits and Expenses: 

Paid or credited to policyholders 1,484 925 2,409 1,359 926 2,285 

Other 347 AM 368 382 wD) 404 
Net operating income before income taxes 358) 1] 370 345 11 356 
Income taxes in 1 113 101 9 110 
Net income before non-controlling interests 247 10 JiSYl 244 2 246 
Non-controlling interests 10 10 = 2 2 
Net income before goodwill amortization 247 - 247 244 = 244 
Amortization of goodwill = = = 1 - 1 
Net income $ 247 $ = 247 $ 243 $ - $ 243 
Summary of Net Income 

Preferred shareholder dividends $ — $ - $ = - $ - $ - 

Net income — common shareholders 247 - 247 243 - 243 

Net income $ 247 $ = $ 247 $ 243 $ - $ 243 
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Management’s Discussion and Analysis (cont'd) 


2002, after adjusting 2001 for goodwill amortization-charges 
of $1 million. The overall results increased from 2001 
primarily as the result of currency exchange rates. An 
increase in interest margins in 2002 and a decrease in 
operating expenses were offset by a reduction of fees due. 

to weak U.S. equity markets. 


Premium income has increased 7% over the prior year 
primarily due to public/non-profit guaranteed business 
growth of $199 million partially offset by a reduction in 
individual insurance business of $83 million. Net investment 
income increased by $20 million, primarily in the 
participating account which was up $27 million due to the 
growth in policy reserves. The shareholder decrease of 

$7 million was associated with a reduction of policy 
reserves, although net interest margins were higher. Fee 
income decreased $12 million in the current year due to the 


Financial Services — Divisional Summary (in $ millions) 


drop in U.S. equity markets which more than offset new 
cash flow. Benefits paid or credited to policyholders 
increased 5% primarily from the public/non-profit business 
increase in policy reserves. Other benefits and expenses are 
down 9% from 2001 due to effective expense management 
that reduced operating expenses $16 million. 


Sales and premium income results are discussed below by 
major business unit. Overall, 2002 sales including separate 
account sales, were down due to lower BOLI sales caused 
by lower interest rates for fixed products and a weak U.S. 
equity market. 


A regulated percentage of returns in the participating 
account is credited to the shareholder account. In 2002 the 
amount credited was $9.4 million, down slightly from $10.4 
million in 2001. 


Years ended December 31 Premiums and Deposits Sales 
2002 2001 % Change 2002 2001 % Change 
Business/Product 
Savings $ DN) NS 15926 20% $ 17) $ 1,025 -24% 
Savings fee income 185 185 - = - - 
Insurance Vat 1573: -52% 225 867 -74% 
Insurance fee income 28 28 = - = - 
401(k) 2,206 2,838 -22% 193} 1,169 -15% 
401(k) fee income 37 149 -8% = - ~ 
Total $ 5,625 $ 6,699 -16% $ 1,997 $ 3,061 -35% 
Savings unchanged at $6.1 billion. Separate account assets increased 


Premiums and deposits totaled $2.3 billion in 2002, an 
increase of 20% from 2001. This included one large case 
sale, which accounted for the majority of the growth. 
Premiums from separate account products were $1.4 billion 
in 2002, compared to $1.2 billion in 2001, while fixed 
premiums totaled $883 million in 2002 and $703 million 

in 2001. 


Savings fee income of $185 million has remained relatively 
unchanged from 2001. The decrease in fees resulting from 
the weak equity markets was more than offset by increased 
fees from the additional assets in the Stable Value Funds and 
by the growth in assets and lives in the third-party 
administration business. 


The Financial Services core savings business is in the 
public/non-profit (P/NP) pension market. The assets of the 
P/NP business, including separate accounts, decreased 2.7% 
during 2002 to $12.7 billion. Fixed assets remained relatively 
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in 2002 primarily in the Stable Value Funds which provide a 
more conservative investment opportunity. A majority of 
the increase was primarily attributable to one large case sale 
in 2002. Variable assets in the segregated funds decreased 
from $6.9 billion in 2001 to $6.6 billion in 2002 as a result 
of the lower U.S. equity markets. 


The Company continues to expand the investment products 
available through its subsidiary mutual fund company, 
Maxim Series Fund, Inc., and partnership arrangements 
with external fund managers. Externally managed funds 
offered to participants in 2002 included American Century, 
Ariel, Fidelity, Founders, INVESCO, Janus, Loomis Sayles, 
Oppenheimer, Templeton, T. Rowe Price and Vista. 


Management’s Discussion and Analysis (cont'd) 


Customer participation in fixed income segregated funds 
increased, as many customers prefer the combination of the 
security of fixed income securities and segregated funds 
assets. Assets under management for these segregated 

funds totaled $2.6 billion in 2002, compared to $1.9 billion 
in 2001. 


FASCorp administered records for approximately 2.2 million 
participants in both 2002 and 2001. 


Sales of Charles Schwab, Inc. annuities of $314 million were 
down from 2001, as market volatility kept investor interest low. 


Risk Analysis and Management — Fixed margins are 
protected through the use of specific guaranteed certificates 
and proper matching of assets and liabilities. Emphasis is 
placed on retention of major cases and the corresponding 
maturity of certificates of these cases. Expense management 
programs are constantly monitored to control unit costs in 
the third-party administration business segment. 


Life Insurance 


Individual life insurance revenue premiums and deposits 
decreased from $1.6 billion in 2001 to $757 million in 2002. 
In 2002, the insurance lines experienced a decrease in 
variable life insurance funds deposits from $999 million 
in 2001 to $267 million in 2002. Of the decrease in 
premiums and deposits in 2002, the majority was driven 
by lower sales of the BOLI product which had a decrease 
of $595 million in annual sales premium. Lower interest 
rates and weak U.S. equity markets were also contributors 
to the lower premiums and deposits in BOLI and other 
individual markets. 


In 2002, the Company continued its efforts to partner with 
large financial institutions to deliver term life insurance to 
the mass market. This strategy allows the Company to offer 
simple life insurance products through established 
institutional channels. Bank sales of life insurance in 2002 
grew to 53,377 policies compared to 32,705 sold in 2001. 
Although the sales numbers have increased 63% in 2002, 
these policies have very low annual premiums compared to 
BOLI policies. 


In 1996, the U.S. Congress enacted legislation to phase out 
the tax deductibility of interest on policy loans on COLI 
products. As a result of these legislative changes, the 
Company has shifted its emphasis from COLI to new sales 
in the BOLI market. The Company continues working 
closely with existing COLI customers to determine the 
options available to them and is confident that the effect of 
the legislative changes will not have a material impact on the 
Company’s operations. 


The Company continues to develop the institutional 
marketing for life insurance through customers such as 
Charles Schwab, Inc., and certain Internet-based brokers, 


such as QuoteSmith.com. In 2002, the number of 
institutional policies in force increased to 18,829 from 
14,851 in 2001. 


Risk Analysis and Management — The traditional lines of 
life insurance are no longer actively marketed. Various 
programs have been introduced emphasizing retention of 
the business. On new sales in the institutional markets, 
reinsurance has been obtained for at least 50% of the 
mortality risk. 


In the large case BOLI business, the risk associated with 
surrenders is protected by the income tax consequences of 
surrendering the policy and through contract provisions 
which restrict the availability of funds for withdrawal. 


401 (k) 


The 401(k) new case sales decreased from 598 in 2001 to 493 
in 2002 which, in conjunction with higher terminations, led 
to a net case decline for 2002. The total 401(k) block of 
business under administration is comprised of 6,012 
employer groups and more than 477,000 individual 
participants, compared to 6,447 employer groups and more 
than 545,000 individual participants in 2001. 


During 2002, the in-force block of 401(k) business 
continued to have higher terminations, which resulted in 
persistency of 84%, compared to 87% in 2001. Total assets 
under administration decreased from $11.2 billion to 

$8.9 billion. The decrease in assets is primarily attributed 
to weakening equity markets in the U.S. 


Participants can elect to contribute funds to either GWL&A’s 
internally managed funds or to externally managed funds 
from recognized mutual fund companies such as AIM, 
Fidelity, Putnam, American Century, Janus, INVESCO, and 
Dreyfus. The Company continues to review investment 
opportunities for participants. The 401(k) products 
currently offered permit the customer to choose from 
products with and without variable asset charges and allow 
participants to access a self-directed brokerage account. 


The Company has implemented a new marketing and 
customer support strategy at the end of 2002, designed to 
target 401(k) sales and add customer relationship managers 
to maintain ongoing relationships with new and existing 
customers. The goal of the strategy is to develop stronger 
and more focused relationships with 401(k) customers and 
improve persistency. 


Risk Analysis and Management — The Company managed 
the impact of the variability of 401(k) fee revenue caused 
by market fluctuations through increasing the proportion 
of its business using products without a variable asset 
charge. In addition, the Company protects itself from risks 
associated with early surrenders through contract fees and 
termination charges. 
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Management’s Discussion and Analysis (cont'd) 


Outlook — Financial Services 


The current market trend of replacing existing defined 
benefit plans with defined contribution plans is expected to 
provide marketing opportunities in the future. The 
Company has participated in proposals for the few cases that 
have converted and has had success with its current 
marketing strategy. 


Continued emphasis on expense management and effective 
customer service will allow the Company to remain 
competitive in the market. 


Corporate 


Consolidated Net Income (in $ millions) 
Years ended December 31 
Income: 
Premium income 
Net investment income 
Fee and other income 
Total income 
Benefits and Expenses: 
Paid or credited to policyholders 
Other 
Net operating income before income taxes 
Income taxes 
Net income before non-controlling interests 
Non-controlling interests 
Net income before goodwill amortization 
Amortization of goodwill 
Net income 


Summary of Net Income 
Preferred shareholder dividends 
Net income — common shareholders 
Net income 


The Corporate segment includes investment income, 
expenses and charges related to capital and other assets not 
associated with major business units, forward foreign 
exchange contracts, U.S. withholding taxes on dividends, 
and prior years’ tax adjustments, as well as any U.S. related 
business activities of Lifeco. 
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Individual bank policy sales are expected to grow over the 
number of policies sold in 2002. Distribution channels are 
presently established in several large banks and management 
plans to expand into additional banks in 2003. 


Sales are expected to grow in the 401(k) area in 2003 due 
to changes in the sales model. Terminations in the block 
should stabilize as a result of the customer support strategy 
implemented at the end of 2002. 


2002 2001 
$ -— $ ~ 
(5) (10) 

1 = 

(4) (10) 

(2) (2) 

9 14 

(11) (22) 

(4) 1 

(7) (23) 

(7) (23) 

= 1 

$ Gas (24) 
$ -— §$ 1 
(7) (25) 

$ xs (24) 


Net loss for the Corporate segment of United States 
shareholder operations in 2002 was $7 million, compared 
to a net loss of $24 million after adjusting for goodwill 
amortization charges of $1 million for 2001, primarily 
reflecting the net settlement of forward foreign exchange 
contracts, which are described in note 1(c) to the financial 
statements. This segment also benefited from a reduction in 
withholding taxes in 2002 and credits associated with prior 
year income taxes. 
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Management’s Responsibility 


The consolidated financial statements are the responsibility of management and are prepared in accordance with Canadian 
generally accepted accounting principles. The financial information contained elsewhere in the annual report is consistent with 
that in the consolidated financial statements. The financial statements necessarily include amounts that are based on management’s 
best estimate due to dependency on subsequent events. These estimates are based on careful judgements and have been properly 
reflected in the financial statements. In the opinion of management, the accounting practices utilized are appropriate in the 
circumstances and the financial statements fairly reflect the financial position and results of operations of the Company within 
reasonable limits of materiality. 


In carrying out its responsibilities, management maintains appropriate systems of internal and administrative controls designed 
to provide reasonable assurance that the financial information produced is relevant and reliable. 


The consolidated financial statements were approved by the Board of Directors, which has overall responsibility for their contents. 
The Board of Directors is assisted with this responsibility by its Audit Committee, which consists entirely of non-management 
Directors. The function of the Audit Committee is to: 


* Review the quarterly and annual financial statements and recommend them for approval to the Board of Directors. 
* Review the systems of internal control and security. 

* Recommend the appointment of the external auditors and their fee arrangements to the Board of Directors. 

* Review other audit, accounting, financial and security matters as required. 


In carrying out the above responsibilities, this Committee meets regularly with management, and with both the Company’s 
external and internal auditors to approve the scope and timing of their respective audits, to review their findings and to satisfy itself 
that their responsibilities have been properly discharged. The Committee is readily accessible to the external and internal auditors. 


The Board of Directors of each of the principal operating subsidiaries, The Great-West Life Assurance Company, and Great-West 
Life & Annuity Insurance Company, appoints an actuary who is a Fellow of the Canadian Institute of Actuaries. The actuary: 


* Ensures that the assumptions and methods used in the valuation of policy liabilities are in accordance with accepted 
actuarial practice, applicable legislation and associated regulations or directives. 

* Provides an opinion regarding the appropriateness of the policy liabilities at the balance sheet date to meet all policyholder 
obligations of the Company. Examination of supporting data for accuracy and completeness and analysis of Company assets 
for their ability to support the amount of policy liabilities are important elements of the work required to form this opinion. 


Deloitte & Touche LLP Chartered Accountants, as the Company’s external auditors, have audited the consolidated financial 
statements. The Auditors’ Report to the Shareholders is presented following the financial statements. Their opinion is based upon 
an examination conducted in accordance with Canadian generally accepted auditing standards, performing such tests and other 
procedures as they consider necessary in order to obtain reasonable assurance that the consolidated financial statements are free of 
material misstatement and present fairly the financial position of the Company in accordance with generally accepted accounting 


principles. 

Raymond L. McFeetors William T. McCallum William W. Lovatt Mitchell T.G. Graye 
Co-President and Chief Co-President and Chief Vice-President Vice-President 
Executive Officer Executive Officer Finance, Canada Finance, United States 


January 30, 2003 
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Summary of Consolidated Operations 


(in millions of dollars except earnings per common share) 


For the years ended 
December 31 


2002 2001 
Income 
Premium income $ LASS Fae 10,477 
Net investment income 3,638 Sis) 
Fee and other income 1,807 1,858 
16,632 16,048 
Benefits and Expenses 
Paid or credited to policyholders and beneficiaries 
including policyholder dividends and experience refunds 125093 12,030 
Commissions 718 696 
Operating expenses 1,786 1,941 
Premium taxes 109 124 
Special charges (note 19) = 204 
Net operating income before income taxes 1,426 1,053 
Income taxes — current 397 427 
— future 33 (30) 
Net income before non-controlling interests 996 656 
Non-controlling interests (note 7) 34 44 
Net income before amortization of goodwill 962 612 
Amortization of goodwill - 66 
Net income $ 962 $ 546 
Earnings per Common Share (note 11) 
Basic $ 2530225 1.387 
Diluted $ 2.499 $ 1.365 
Summary of Net Income 
Preferred shareholder dividends $ Sb 31 
Net income — common shareholders eal S15 
Net income $ 962 $ 546 
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Consolidated Balance Sheet 


(in millions of dollars) 


Assets 
Bonds (note 2) 
Mortgage loans (note 2) 
Stocks (note 2) 
Real estate (note 2) 
Loans to policyholders | 
Cash and certificates of deposit 
Funds withheld by ceding insurers 
Premiums in course of collection 
Interest due and accrued 


Future income taxes (note 13) 


Goodwill and intangible assets (note 4) 


Other assets 


Total assets 


Approved by the Board: 


Lo 


Director Director 
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December 31 
2002 2001 

$ 33,764 $ 32,008 
7,850 8,369 

1,581 E379 

Le OY, 1272 

Cle 6,213 

912 837 

4,786 4,477 

305 410 

511 543 

138 317 

1,687 1,604 

1,093 1,157 

$ 60,071 $ Do slog 


Consolidated Balance Sheet 


(in millions of dollars) 


December 31 
2002 2001 
Liabilities 
Policy liabilities 
Actuarial liabilities (note 5) $ 44508 $ 43,909 
Provision for claims 645 753 
Provision for policyholder dividends 363 355 
Provision for experience rating refunds 927 834 
Policyholder funds 1,853 1,748 
48,296 47,599 
Commercial paper and other loans (note 6) 1,012 1,075 
Current income taxes 454 508 
Other liabilities 2,081 2,181 
Repurchase agreements Stil 400 
Net deferred gains on portfolio investments sold (note 2) 958 1,049 
Seo) Spee) 
Non-controlling interests (note 7) 2,051 1,950 
Capital Stock and Surplus 

Capital stock (note 8) 1,982 2,083 
Surplus 2,382 1,951 

Provision for unrealized gain on translation 
of net investment in foreign operations 344 363 
4,708 4,397 
Liabilities, capital stock and surplus So e007 So 59,159 
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Consolidated Statement of Surplus 


(in millions of dollars) 


For the years ended 
December 31 


2002 2001 

Balance, beginning of year $ Lost $ 1,868 
Net income 962 546 
Acquisition discount — preferred shares of subsidiary ; = 1 
Issue costs of subsidiary, net of tax (note 7) (3) ~ 
Common share cancellation excess (note 8) (149) (144) 
Dividends to shareholders 

Preferred shareholders (31) (31) 

Common shareholders (348) (289) 
Balance, end of year $ 2,382 $ 1,951 
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Consolidated Statement of Cash Flows 


(in millions of dollars} 


Operations 

Net income 

Adjustments for non-cash items: 
Change in policy liabilities 
Change in funds withheld by ceding insurers 
Change in current income taxes payable 
Future income tax expense 
Amortization of goodwill 
Other 

Cash flows from operations 


Financing Activities 
Issue of common shares 
Issue of Great-West Life Capital Trust securities 
Purchased and cancelled common shares 
Redemption of preferred shares 
Redemption of preferred shares of subsidiary 
Issue of debentures 
Repayment of commercial paper and other loans 
Issue costs of subsidiary 
Dividends paid 


Investment Activities 
Bond sales and maturities 
Mortgage loan repayments 
Stock sales 
Real estate sales 
Change in loans to policyholders 
Change in repurchase agreements 
Investment in subsidiaries 
Investment in bonds 
Investment in mortgage loans 
Investment in stocks 
Investment in real estate 


Increase in cash and certificates of deposit 
Cash and certificates of deposit, beginning of year 
Cash and certificates of deposit, end of year 


Supplementary Cash Flow Information 
Income taxes paid (net of refunds) 
Interest paid 


For the years ended 


December 31 
2002 2001 

$ 962 $ 546 
954 L357 
(309) (922) 

(63) 71 

33 (30) 

- 66 

(183) 612 

1,394 1,700 

18 17 

350 - 
(169) (164) 

(100) = 

(250) (221) 

— 200 

(60) (33) 

(5) = 

(379) (320) 

(595) (521) 

21,498 17,843 
1,695 2,110 

373 465 

42 WP 

(4) (359) 

108 389 

72 (15) 

(22,672) (19,225) 
(1,159) (1,633) 
(637) (629) 

(40) (200) 

(724) (1,082) 

TS) OF 

837 740 

$ 912 837 
$ 390 330 
$ 59 49 
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Notes to Consolidated Financial Statements 


($ amounts in millions except per share amounts) 


1. Basis of Presentation and Summary of Accounting Policies 


The consolidated financial statements of Great-West Lifeco Inc. (Lifeco or the Company) have been prepared in accordance with 
Canadian generally accepted accounting principles and include the accounts of its subsidiary companies, The Great-West Life 


Assurance Company (Great-West) and Great-West Life & Annuity Insurance Company (GWL&A). The preparation of financial 


statements in conformity with Canadian generally accepted accounting principles requires management to make estimates and 


assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 


balance sheet date and the reported amounts of revenues and expenses during the reporting period. Actual results could differ 


from those estimates. The significant accounting policies are as follows: 


(a) 


Portfolio Investments 


Investments in bonds and mortgage loans (debt securities) are carried at amortized cost net of any allowance for credit losses. 
The difference between the proceeds on the sale of a debt security and its amortized cost is considered to be an adjustment 
of future portfolio yield. Net realized gains and losses are included in Net Deferred Gains on Portfolio Investments Sold and 
are deferred and amortized over the period to maturity of the security sold. 


Investments in stocks (equity securities) are carried at cost plus a moving average market value adjustment of $28 ($31 in 
2001). Net realized gains and losses are included in Net Deferred Gains on Portfolio Investments Sold and are deferred and 
amortized to income on a declining-balance basis. Market values for public stocks are generally determined by the closing 
sale price of the security on the exchange where it is principally traded. Market values for stocks for which there is no active 
market are determined by management. 


Investments in real estate are carried at cost net of write-downs and allowances for loss, plus a moving average market value 
adjustment of $82 ($65 in 2001). Net realized gains and losses are included in Net Deferred Gains on Portfolio Investments 
Sold and are deferred and amortized to income on a declining-balance basis. Market values for all properties are determined 
annually by management based on a combination of the most recent independent appraisal and current market data 
available. Appraisals of all properties are conducted at least once every three years by independent qualified appraisers. 


Effective July 1, 2002, the Company has implemented revised OSFI rates used to calculate the moving average market value 
adjustment for stocks and real estate. The rate used to adjust stocks towards market value has been changed from 15% per 
annum to 5% per quarter and the rate used to adjust real estate towards market value has been changed from 10% per annum 
to 3% per quarter. This change in accounting estimate has been applied prospectively and does not have a material effect on 
the financial statements of the Company. 


Derivative Financial Instruments 


The Company uses derivative products as risk management instruments to hedge or manage asset and liability positions 
including revenues within guidelines which prohibit their use for speculative trading purposes. 


The Company documents all relationships between hedging instruments and hedged items, as well as its risk management 
objective and strategy for undertaking various hedge transactions. This process includes linking derivatives that are used in 
hedging transactions to specific assets and liabilities on the balance sheet or to specific firm commitments or transactions. 

The Company also assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are used 
in hedging transactions are effective in offsetting changes in fair values or cash flows of hedged items. 


Derivative financial instruments used by the Company are summarized in note 14. 


The accounting policies for derivative financial instruments used for hedging correspond to those used for the underlying 
hedged position. In the event a designated hedged item is sold, extinguished, matures or ceases to be effective prior to the 
termination of the related derivative instrument, any subsequent realized or unrealized gains or losses on such derivative 
instruments are recognized in income. 
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(c) 


(d) 


(e) 


Foreign Currency Translation 


During 2002, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants (CICA) 
Handbook Section 1650 Foreign Currency Translation. The amended standards eliminate the deferral and amortization 
approach to exchange gains and losses on long-term monetary items and require the disclosure of exchange gains and losses 
included in the calculation of net income. There is no material effect of this change in accounting policy on the financial 
statements of the Company. 


The Company follows the current rate method of foreign currency translation for its net investment in its self-sustaining 
foreign operations. Under this method, assets and liabilities are translated into Canadian dollars at the rate of exchange 
prevailing at the balance sheet dates and all income and expense items are translated at an average of daily rates. United States 
assets and liabilities have been translated into Canadian dollars at the December 31, 2002 market rate of $1.5800 ($1.5930 in 
2001) and all United States income and expense items have been translated at an average rate of $1.5700 ($1.5490 in 2001). 
The provision for unrealized gain of $344 ($363 in 2001) on foreign currency translation of the Company’s net investment 
in its foreign operations is recorded separately on the Consolidated Balance Sheet. 


The Company has entered into certain daily average rate forward exchange contracts to manage volatility associated with the 
translation of its United States operations into Canadian dollars. Net realized foreign exchange gains and losses are included 
in net investment income. In total, foreign exchange pre-tax losses of $22 ($37 in 2001) are included in net investment income. 


Loans to Policyholders 


Loans to policyholders are shown at their unpaid balance, are fully secured by the cash surrender values of the policies 
and have effective interest rates ranging from 5% to 8% (5% to 9% in 2001). 


Funds Withheld by Ceding Insurers 


Under certain forms of reinsurance contracts, it is customary for the ceding insurer to retain possession of the assets 
supporting the liabilities ceded. The Company records an amount receivable from the ceding insurer representing the 
premium due. Investment revenue on these funds withheld is credited to the Company by the ceding insurer. 


Goodwill and Intangible Assets 


During 2002, the Company adopted the recommendations of the CICA Handbook Section 1581 Business Combinations 
and 3062 Goodwill and Other Intangible Assets. 


In accordance with the requirements of the new standards, during 2002, the Company: 
— analyzed existing goodwill and reclassified items that should be recognized as separate intangible assets; 
— completed impairment testing of all indefinite life intangible assets; 
— ceased amortizing goodwill and indefinite life intangible assets; 
— allocated goodwill to reporting units and completed the related transitional impairment testing of allocated goodwill; 
— established October 1 as the date of the annual impairment testing of allocated goodwill and intangible assets. 


No impairment loss resulted from the transitional or annual impairment testing. Other than the elimination of goodwill 
amortization charges from the Summary of Consolidated Operations, and the reclassifications on the Consolidated Balance 
Sheet as described in note 4, the new standards had no impact on the Company’s financial statements. 
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le 


Basis of Presentation and Summary of Accounting Policies (cont'd) 


The following table provides a reconciliation between reported net income, basic earnings per share and diluted earnings per 
share adjusted to exclude the amortization of goodwill, on an after-tax basis: 


(g) 


(h) 


(i) 


2002 2001 

Net income: 

Reported net income $ 962 $ 546 

Add back: amortization of goodwill, net of tax = 66 

Net income adjusted for amortization of goodwill $ 962 $ 612 
Basic earnings per common share: 

Reported earnings per common share $ 2.53009 1.387 

Add back: amortization of goodwill, net of tax = 0.177 

Basic earnings per common share adjusted for amortization of goodwill $ peel) A} 1.564 
Diluted earnings per common share: 

Reported diluted earnings per common share $ 2.499 $ 1.365 

Add back: amortization of goodwill, net of tax = 0.174 

Diluted earnings per common share adjusted for amortization of goodwill $ 2.499 $ e539 


Income Taxes 


The Company uses the liability method of income tax allocation. Current income taxes are based on taxable income and 
future income taxes are based on taxable temporary differences. The income tax rates used to measure income tax assets 
and liabilities are those rates enacted or substantially enacted at the balance sheet date. 


Actuarial Liabilities 


During 2001, the Company adopted the new standards of the CICA Handbook Section 4210 Life Insurance Enterprises — 
Specific Items. The Canadian Asset Liability Method is used for valuing actuarial liabilities. There was no material effect 
of this change on the financial statements of the Company. 


Repurchase Agreements 


The Company enters into repurchase agreements with third-party broker-dealers in which the Company sells securities 
and agrees to repurchase substantially similar securities at a specified date and price. Such agreements are accounted for as 
investment financings. 


Pension Plans and Other Post Retirement Benefits 


The Company maintains contributory and non-contributory defined benefit pension plans for certain of its employees and 

agents. The plans provide pensions based on length of service and final average earnings. The cost of the defined benefits 
is actuarially determined and accrued using the projected benefit method pro-rated on service. The current cost of pension 

benefits is charged to earnings. Adjustments arising from plan amendments or experience gains or losses are amortized over 
the expected average remaining service life of the employee/agent group. Experience gains and losses are calculated using 
a market related value of assets. Plan assets are carried at market values and are held in separate trusteed pension funds. 


The Company also provides post retirement health and life insurance benefits to eligible employees, agents and their 
dependents. The cost of all post retirement benefits other than pensions is actuarially determined and accrued using the 
projected benefit method pro-rated for service and is recognized over the periods of employee service. The current cost of 
post retirement health and life insurance benefits is charged to earnings. 
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(I) 


(I) 


~ 


(m 


(n) 


(a) 


Stock Based Compensation 


The Company provides compensation to certain employees of the Company and its affiliates in the form of stock options, 
which is described in note 9. During 2002, the Company adopted the recommendations of the CICA Handbook Section 
3870 Stock-Based Compensation and Other Stock-Based Payments. The new standard permits the use of the fair value based 
method or an intrinsic value based method of accounting for employee stock-based compensation. When an intrinsic value 
based method of accounting is used pro forma net income and pro forma earnings per share must be disclosed as if the fair 
value based method of accounting had been used to account for stock-based compensation cost. The Company has elected 
to apply the intrinsic value based method of accounting for employee stock-based compensation. 


Earnings Per Common Share 


During 2001, the Company adopted the recommendations of the CICA Handbook Section 3500 Earnings Per Share which 
resulted in the presentation of basic and diluted earnings per share on the Summary of Consolidated Operations regardless 
of the materiality of the difference between them. The treasury stock method is used for calculating diluted earnings per 
share. This change in accounting policy was applied retroactively. The impact of this change in accounting policy to the 
financial statements was not material. 


Geographic Segmentation 


The Company has significant operations in Canada and the United States. Operations in other countries are reported with 
Canadian operations. 


Comparative Figures 


Certain of the 2001 amounts presented for comparative purposes have been reclassified to conform with the presentation 
adopted in the current year. 


Portfolio Investments 


Carrying values and estimated market values of portfolio investments are as follows: 


2002 

Balance Sheet Value Market Value 

Canada United States Total Total 
Bonds — government $ 7,J2$ 5278) 12,999 »/$) = 43,675 
— corporate 9,393 2, 20,765 21,658 
17,114 16,650 33,764 See 
Mortgage loans — residential single family 2,100 - 2,100 2,131 
— residential apartments 2,670 123 2,793 2,991 
— retail and shopping centres 965 220 1,185 1,258 
— office buildings 755 182 937 1,065 
— industrial 591 57 648 697 
— other 109 78 187 205 
7,190 660 7,850 8,347 
Stocks — public 1,284 117 1,401 1,400 
— private 130 50 180 166 
: 1,414 167 1,581 1,566 
Real estate 1,080 187 1,267 1,481 


$ 26,798 $ 17,664 $ 44,462 $ 46,727 
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2. Portfolio Investments (cont'd) 


Bonds — government 


— corporate 


Mortgage loans — residential single family 
— residential apartments 


— retail and shopping centres 


— office buildings 


— industrial 
— other 


Stocks — public 


— private 


Real estate 


2001 

Balance Sheet Value Market Value 

Canada United States Total Total 
$ 6,124 $ 5012) Ss 5 136. 3S 11,404 
10,144 11,301 21,445 21,888 
16,268 16,313 32,581 335297, 
2,542 - 2,542 2,598 
2,352 157 2,509 2,634 
974 347 1,321 1373 
780 268 1,048 1,162 
644 70 714 TS 
100 135 235 a7? 
7,392 977 8,369 8,794 
1,002 77 1,079 1,124 
250 50 300 286 
E252, La 1379 1,410 
1,072 200 L272 1,511 
be 25,984. 17,617 $. %43;560) S$  45.007 


(b) The significant terms and conditions and interest rate ranges of applicable fixed-term portfolio investments gross of provisions 


are as follows: 


Short-term bonds 
Bonds 
Mortgage loans 


Geographic 
Canada 
United States 


Short-term bonds 
Bonds 
Mortgage loans 


Geographic 


Canada 
United States 
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2002 
Carrying Value Effective 
Term to Maturity Principal Interest Rate 
1 Year orless 1-5 Years Over 5 Years Total Amount Ranges 
$ 17/39" -$ a) = $ 1739) <> 1,743 1.2%-3.0% 
O22 8,818 21,358 32,098 36,229 = 1.1%—-14.5% 
205 4,392 3,346 7,943 7,960 ~ 3.7%-14.0% 
$ 3,800. $ 13,210" $= 24,704 98 41,780) Sb 45 982 
$ 1,740 $ 8,872 $ 13,770 $ 24,382 $ 27,411 1.2%-14.5% 
2,126 4,338 10,934 17,398 183521 ~ 1.1% 12.7% 
$ 3,800 $213,210 $224,704; $ 4178023 45,932 
2001 
Carrying Value Effective 
Term to Maturity Principal Interest Rate 
1 Year or Less 1-5 Years Over 5 Years Total Amount Ranges 
$ 1,063 $ = $ = $ 1,063 -$ 1,065 0.6%-3.1% 
1,392 7,228 2295t Silssioit 35,307 = 2.0%-14.5% 
1,659 3,393 3,430 8,482 8,519  3.7%-14.0% 
$ 4,114 $ 10,621 $ 26,361 $ 41,096 $ 44,891 
$ Peis) 8,056° $ 12,891: $ 23,706 $ 26,590: 0.6%-—14.5% 
S65: 2,965 13,470 17,390 18,301 1.5% =12.0% 
$ 4,114 *$, 10,621 8" 26,361 $41,096. $4391 
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(c) Included in portfolio investments are the following: 


(i) Non-performing loans: 


2002 
Canada United States Total 
Asset Class 
Bonds $ 86 $ 3G 125 
Mortgage loans 7 4 11 
Foreclosed real estate - 3 3 
$ 93 $ 46 $ 139 
2001 
Canada United States Total 
Asset Class 
Bonds $ 39 $ 113 $ 152 
Mortgage loans 10 8 18 
Foreclosed real estate = IY 17 
$ 49 §$ 138 $ 187 


Non-performing loans include non-accrual loans and foreclosed real estate held for sale. Bond and mortgage investments 
are reviewed on a loan by loan basis to determine non-performing status. Loans are classified as non-accrual when: 


(1) payments are 90 days or more in arrears, except in those cases where, in the opinion of management, there is 
justification to continue to accrue interest; or 

(2) The Company no longer has reasonable assurance of timely collection of the full amount of the principal and 
interest due; or 

(3) modified/restructured loans are not performing in accordance with the contract. 


Where appropriate, provisions are established or write-offs made to adjust the carrying value to the net realizable 
amount. Wherever possible the fair value of collateral underlying the loans or observable market price is used to 
establish net realizable value. 


(ii) Allowance for credit losses: 


2002 
Canada United States Total 
Bonds & mortgage loans $ 73° $ 88 $ 166 
2001 
Canada United States Total 
Bonds & mortgage loans $ 46 $ 100 $ 146 
(iii) Changes in the allowance for credit losses are as follows: 
2002 
Canada United States Total 
Balance, beginning of year $ 46 $ 100 $ 146 
Provision for credit losses 42 (8) 34 
Recoveries of prior write-offs 6 5 11 
Write-offs (16) (8) (24) 
Other (including foreign exchange rate changes) = (1) (1) 
Balance, end of year $ 78 $ 88 $ 166 
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2. Portfolio Investments (cont’d) 


(cont'd) 


2001 
Canada United States Total 
Balance, beginning of year $ 43 $ 104 $ 147 
Provision for credit losses 4 - 4 
Recoveries of prior write-offs 2 ~ 2 
Write-offs (4) (10) (14) 
Other (including foreign exchange rate changes) 1 6 i 


Balance, end of year 


100 $ 146 


The allowance for credit losses includes general provisions, established at a level that together with the provision for 
future credit losses included in actuarial liabilities, reflects the Company’s estimate of potential future credit losses. 


(d) Investments in real estate include an asset value allowance which provides for deterioration of market values associated 


with real estate held for investment. 


Canada United States Total 
As at December 31, 2002 $ 25h - 25 
As at December 31, 2001 $ De ES = 27 

(e) Also included in portfolio investments are modified/restructured loans that are performing in accordance with their 

current terms. 

Canada United States Total 
As at December 31, 2002 $ ai & 150 $ 183 
As at December 31, 2001 $ 63 $ 17335 236 

(f) Net investment income of $3,638 ($3,713 in 2001) includes amortization of net deferred realized gains on portfolio 
investments and unrealized gains on stocks and real estate as follows: 
2002 

Canada United States Total 
Bonds $ Sies$ 31 112 
Mortgage loans 14 2 16 
Stocks 65 6 71 
Real estate 19 2 P| 

$ 179 $ 4] 220 
2001 

Canada United States Total 
Bonds $ 78 $ 12 90 
Mortgage loans 17 2 19 
Stocks 80 7 87 
Real estate 19 2 DA 

$ 194 §$ 23 217 
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(g) The balance of net deferred gains on portfolio investments sold is comprised of the following: 


Bonds 
Mortgage loans 
Stocks 

Real estate 


Bonds 
Mortgage loans 
Stocks 

Real estate 


3. Pledging of Assets 


The amount of assets which have a security interest by way of pledging are outlined below by major pledging activity: 


Derivative transactions 
In respect of real estate 
In respect of reinsurance agreements 


Derivative transactions 
In respect of real estate 
In respect of reinsurance agreements 


2002 
Canada United States Total 
$ 453. $ 86 539 
30 4 34 
317 44 361 
14 10 24 
$ 814 $ 144 958 
2001 
Canada United States Total 
$ 464 $ 66 530 
38 4 42 
408 51 459 
8 10 18 
$ 918 $ 131 $___1,049 
2002 
Canada United States Total 
$ - §$ 2 2 
122 = 122 
49 — 49 
$ ile 2 He, 
2001 
Canada United States Total 
$ — $ 4 4 
125 = 125 
61 61 
$ 186 $ 4 190 
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4. Goodwill and Intangible Assets 
(a) Goodwill 


The carrying value of goodwill and changes in the carrying value of goodwill are as follows: 


2002 
Canada United States Total 
Balance, beginning of year $ 1,538 $ 66 $ 1,604 
Reclassification between goodwill and intangible assets (529) = (529) 
Reclassification between goodwill and future taxes 86 - 86 
Sale of subsidiary (3) — (3) 
Balance, end of year $ 1,092 $ 66 $ 1,158 
2001 
Canada United States Total 
Balance, beginning of year $ 1,600 $ Las 1,679 
Amortization of goodwill (62) (4) (66) 
Goodwill acquired - 17, 17 
Goodwill written-off _ (28) (28) 
Changes in foreign exchange rates = 2 2 
Balance, end of year $ 1,538 $ 66 $ 1,604 


(b) Intangible Assets 


The Company has identified indefinite life intangible assets acquired as part of London Insurance Group (LIG) in 1997, 


which are not subject to amortization. The carrying value of intangible assets and changes in the carrying value of intangible 


assets for the year ended December 31, 2002 are as follows: 


Canada United States Total 
Balance, beginning of year $ =238 = = 
Reclassification from goodwill 
— Brands and trademarks 175 ~ 175 
— Shareholder portion of acquired future Participating account profits 354 - 354 
Balance, end of year $ 5290-8 -— $ 529 
5. Actuarial Liabilities 
(a) Composition of Actuarial Liabilities and Related Supporting Assets 
(i) The composition of actuarial liabilities is as follows: 
2002 
Participating Policyholder = Non-Participating Policyholder 
Canada United States Canada United States Total 
Group Insurance $ = sag 2,829 $ = 99 2,829 
Individual Insurance & Investment 10,979 = 6,132 = Ive 
Reinsurance — - 5,960 — 5,960 
Property & Casualty - - - - - 
Employee Benefits - - - 558 558 
Financial Services = 7,829 = 10,221 18,050 
Total $ 10,979 $ 7,829 $ 1492S 10,779 $ 44,508 
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2001 
Participating Policyholder Non-Participating Policyholder 
Canada United States Canada United States Total 
Group Insurance $ — §$ — §$ DID = « MGI 
Individual Insurance & Investment 10,210 = 6,318 =~ 16,528 
Reinsurance - ~ 5,707 - 5,707 
Property & Casualty - - 30 - 30 
Employee Benefits ~ - - 617 617 
Financial Services = Wega = 10,595 18,306 
Total $ 10,210 $ Vai ilenas 14,776 $ 1A, 3 43,909 
(ii) The composition of the assets supporting liabilities and surplus is as follows: 
As at December 31, 2002 Canada 
Mortgage 
Bonds Loans Stocks Real Estate Other Total 

Balance Sheet Value 
Participating 

Individual Insurance 

& Investment $ 6,021 $ 3,062 $ S10) 85 2S 1,764 §$ 10,979 

Non-Participating 

Group Insurance 1,649 811 96 1 Die 2,829 

Individual Insurance 

& Investment 3,463 2,246 PENS) 18 186 67132 

Reinsurance 1,427 = 74 _ 4,459 5,960 
Property & Casualty - = = = = = 
Other Soll 1,060 807 763 1,541 ea Oe 
Capital and surplus O73. 11 88 296 990 2,358 
Total Balance Sheet Value $ Tele PASS 7,190 $ 1,414 $ 1,080 $ O22 36,010 
Fair Value $ 17,954 $ 7,668 $ EADS ames) 1,269 $ See SS 37,526 


United States 


Mortgage 
Bonds Loans Stocks Real Estate Other Total 

Balance Sheet Value 
Participating 

Financial Services $ Sileulie RS 70 $ = = $9 = 5) 4,598 $ 7,829 
Non-Participating 

Employee Benefits 531 9 - - 18 558 

Financial Services 9,168 525 _ = 528 10,221 
Other 1,798 5 16 16 1,268 S503: 
Capital and surplus 1,992 51 151 171 (15) 2,350 
Total Balance Sheet Value $ 16650005". Ob0igS 167 $ 187" $ 6,397 $ 24,061 
Fair Value $ 17,379 $ 679 $ LAS aS 2s Ose 24,810 


Great-West Lifeco Inc. Annual Report 2002 @ 


Notes to Consolidated Financial Statements (cont'd) 


($ amounts in millions except per share amounts) 


5. Actuarial Liabilities (cont’d) 


As at December 31, 2001 Canada 
Mortgage 
Bonds loans Stocks Real Estate Other Total 

Balance Sheet Value 
Participating 

Individual Insurance 

& Investment $ 5,383 2,824 $ LOLS 2 1,900 10,210 

Non-Participating 

Group Insurance 1,545 808 103 2 263 Mf) 

Individual Insurance 

& Investment 3,324 2,438 255 19 282 6,318 
Reinsurance 15532 - 73 - 4,102 5/07; 
Property & Casualty 30 - - - = 30 
Other 3,818 1,268 525 748 1,091 7,450 
Capital and surplus 636 54 195 301 1,068 2,254 
Total Balance Sheet Value $ 16,268 7,392 12525 $ 15072 8,706 34,690 
Fair Value $ 16,642 7,800 1,293. -$ 1,282 8,706 Bates 
United States 
Mortgage 
Bonds Loans Stocks Real Estate Other Total 

Balance Sheet Value 
Participating 

Financial Services $ 3,048 110 —- $ - 4,553 Hf FIALT| 
Non-Participating 

Employee Benefits 578 24 - - 15 617 

Financial Services 9,158 737 - - 700 10,595 
Other 1,789 10 14 20 Lovt 3,404 
Capital and surplus 1,740 96 113 180 13 2,142 
Total Balance Sheet Value $ 16.313) =3$ 977 $ LISS 200 $ 6,852 $ 24,469 
Fair Value $ 16,650 $ 994 $ Ie 83 229 $ 6,852 $ 24,842 


Cash flows of assets supporting actuarial liabilities are matched within reasonable limits. Changes in the fair values of 
assets are essentially offset by changes in the fair value of actuarial liabilities. 


Changes in the fair values of assets backing capital and surplus, less related income taxes, would result in a 
corresponding change in surplus when realized. 


The carrying value of assets backing actuarial liabilities plus the portion of deferred gains associated with actuarial 
liabilities is $45,029 ($44,453 in 2001). The fair value of these assets is $46,696 ($45,348 in 2001). 
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(b) Nature of Actuarial Liabilities 


Actuarial liabilities represent the amounts equal to the carrying value of the assets that, taking into account the other 
pertinent items on the balance sheet, will be sufficient to discharge the Company’s obligations over the term of the liability 
for its insurance policies and to pay expenses related to the administration of those policies. Actuarial liabilities are determined 
using generally accepted actuarial practices, according to standards established by the Canadian Institute of Actuaries. In 
accordance with these accepted practices, actuarial liabilities have been determined in accordance with the Canadian Asset 


Liability Method. 
(c) 


Changes in Actuarial Liabilities 


The change in actuarial liabilities is as follows: 


Canada 


Participating 


Non-Participating 


Policyholder Policyholder Total 
2002 2001 2002 2001 2002 2001 

Balance, beginning of year $ 10,210 $ 05752. .9 1LAT76 --$ 14,019 $ 24,986 $ 23,594 
Corporate reorganization = — - 192 - 192 
Normal change — new business 11 2 993 884 1,004 886 

— in force 758 709 (783) (490) (25) 219 
Material assumption changes -_ (76) (34) _ (34) (76) 
Foreign exchange rate changes - - (2) 171 (2) iil 
Sale of subsidiary — - (29) = (29) = 
Balance, end of year $ 10,979 $ 10,210 $ 14,921 $ WEE, “SS 25,900 $ 24,986 


In 2002, excess interest rate provisions were released for non-participating policyholders and improved mortality rates were 


experienced by non-participating policyholders. 


In 2001 assumption changes were made in the provision for future participating policyholder obligations. 


United States 


Participating Non-Participating 
Policyholder Policyholder Total 
2002 2001 2002 2001 2002 2001 
Balance, beginning of year $ EGA. AS 6,824 $ Les 11,119 $ 18,923 $ 17,943 
Corporate reorganization — - - (192) — (192) 
Normal change — new business - - 56 164 56 164 
— in force 180 451 (395) (535) (215) (84) 

Foreign exchange rate changes (62) 436 (94) 656 (156) 1,092 
Balance, end of year $ 7,829 $ Fegkik avs 10,779 $ ADEE S 18,608 $ 18,923 


Actuarial Assumptions 


In the computation of actuarial liabilities, valuation assumptions have been made regarding rates of mortality/morbidity, 
investment returns, levels of operating expenses and rates of policy termination. The valuation assumptions use best 
estimates of future experience together with a margin for misestimation and experience deterioration. These margins have 
been set in accordance with guidelines established by the Canadian Institute of Actuaries and are necessary to provide 
reasonable assurance that actuarial liabilities are adequate to cover a range of possible outcomes. Margins are reviewed 


periodically for continued appropriateness. 
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5% 


Actuarial Liabilities (cont'd) 


The methods for arriving at these valuation assumptions are outlined below: 


Mortality 

A life insurance mortality study is carried out annually, by country, for Canada and the United States. The results of this 
study are analyzed and used to update the Company’s experience valuation mortality tables for life insurance. When 
there is insufficient data, use is made of the latest industry experience to derive an appropriate valuation mortality rate. 
Although mortality improvements have been observed for many years, no future improvements have been assumed for life 
insurance valuation. 


Annuitant mortality is also studied regularly and the results used to modify established industry experience annuitant 
mortality tables. Mortality improvement has been projected to occur throughout future years for annuitants. 


Morbidity 
The Company uses industry developed experience tables modified to reflect emerging company experience. Both claim 
incidence and termination are monitored regularly and emerging experience is factored into the current valuation. 


Investment returns 

The assets which correspond to the different liability categories are segmented. For each segment, projected cash flows from 
the current assets and liabilities are used in the Canadian Asset Liability Method to determine actuarial liabilities. Cash flows 
from assets are reduced to provide for asset default losses. Testing under several interest rate scenarios (including increasing 
and decreasing rates) is done to provide for reinvestment risk. 


Expenses 

Unit expense studies are updated regularly to determine an appropriate estimate of future cost for the liability type being 
valued. Expense improvements are not projected. An inflation assumption consistent with the investment return is 
incorporated in the estimate of future cost. 


Policy termination 

Studies to determine rates of policy termination are updated regularly to form the basis of this estimate. Industry data is also 
available and is useful where the Company has no experience with specific types of policies or its exposure is limited. The 
Company has reflected the emerging trend of lower lapsation on lapse supported benefits in its policy liabilities. 


Policyholder dividends 

Future policyholder dividends are included in the determination of actuarial liabilities for participating policies. The Actuary 
has assumed that policyholder dividends will change in the future to reflect the experience of the participating account, 
consistent with the participating policyholder dividend policy. 


Risk Management 


(i) Interest rate risk 
Interest rate risk is managed by effectively matching portfolio investments with liability characteristics. Hedging 
instruments are employed where necessary when there is a lack of suitable permanent investments to minimize loss 
exposure to interest rate changes. 


(ii) Credit risk 
Credit risk is managed through an emphasis on quality in the investment portfolio and by maintenance of issuer, 
industry and geographic diversification standards. 


Projected investment returns are reduced to provide for future credit losses on currently held assets. The net effective 
yield rate reduction averaged .19% (.19% in 2001) in Canada and .08% (.09% in 2001) in the United States. 
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(f) 


The following outlines the future asset credit losses provided for in actuarial liabilities. These amounts are in addition 
to the allowance for asset losses included with assets: 


Participating Policyholder  Non-Participating Policyholder 


Canada United States Canada United States Total 
As at December 31, 2002 $ 281 $ 9 $ 125.355 25S 440 
As at December 31, 2001 $ 269 $ 9 $ 105-3 40 $ 423 


(iii) Reinsurance risk 


(iv) 


(v) 


Maximum benefit amount limits (which vary by line of business) are established for life and health insurance and 
property and casualty insurance and reinsurance is purchased for amounts in excess of those limits. 


Reinsurance contracts do not relieve the Company from its obligations to policyholders. Failure of reinsurers to honour 
their obligations could result in losses to the Company. The Company evaluates the financial condition of its reinsurers 
and monitors concentrations of credit risk to minimize its exposure to significant losses from reinsurer insolvencies. 


As a result of reinsurance, actuarial liabilities have been reduced by the following amounts: 


Participating Policyholder  Non-Participating Policyholder 


Canada United States Canada United States Total 
As at December 31, 2002 $ 102 <$ Bille 8 1,091 $ DATS 1,379 
As at December 31, 2001 $ 9 $ Bike $ 1,016 $ 260 $ 1,316 


Foreign exchange risk 

If the assets backing actuarial liabilities are not matched by currency, changes in foreign exchange rates can expose the 
Company to the risk of foreign exchange losses not offset by liability decreases. Foreign exchange risk is managed 
whenever possible by matching assets with related liabilities by currency and through the use of derivative instruments 
such as forward contracts and cross-currency swaps. These financial instruments allow the Company to modify an asset 
position to more closely match actual or committed liability currency. 


Liquidity risk 

Liquidity risk is the risk that the Company will have difficulty raising funds to meet commitments. The liquidity needs 
of the Company are closely managed through cash flow matching of assets and liabilities and forecasting earned and 
required yields, to ensure consistency between policyholder requirements and the yield of assets. Approximately 55% 
of policy liabilities in Canada and 60% of policy liabilities in the United States are non-cashable prior to maturity or 
subject to market value adjustments. 


Sensitivity of Actuarial Assumptions 


The actuarial assumption most susceptible to change in the short run is future investment returns. One way of measuring 
the interest rate risk associated with this assumption is to determine the effect on the present value of the projected net asset 
and liability cash flows of the non-participating business of the Company of an immediate 1% increase or an immediate 1% 
decrease in the level of interest rates. The effect of an immediate 1% increase in interest rates would be to increase the present 
value of these projected cash flows by $68 ($15 in 2001). The effect of an immediate 1% decrease in interest rates would be 
to decrease the present value of these net projected cash flows by $75 ($33 in 2001). The level of actuarial liabilities established 
under the Canadian Asset Liability Method of valuation provides for interest rate movements significantly greater than the 


1% shifts shown above. 
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6. Commercial Paper and Other Loans 


(a) Commercial paper and other loans consist of the following: 


2002 
Balance Sheet Value Fair Value 
Canada United States Total Total 
Short Term 
Commercial paper and other short term borrowings with 
interest of 1.47% $ — §$ 153 $ 133005 153 
Revolving credit in respect of reinsurance business with 
interest rates from 1.8% to 3.4% maturing within 
one year 46 - 46 46 
Total short term 46 153 199 LOY 
Long Term 
Operating: 
First mortgages secured by real estate and limited 
recourse mortgages at interest rates from 
6.4% to 11.4% maturing at various dates to 2014 122 - 122 129 
Other notes payable with interest of 8.0% 15 - 15 15 
Sub total 137 — 137 144 
Capital: 
6.75% Debentures due August 10, 2015, unsecured 200 = 200 218 
6.74% Debentures due November 24, 2031, unsecured 200 = 200 210 
7.25% Subordinated capital income securities 
redeemable by the Company on or after 
June 30, 2004, due June 30, 2048, unsecured (U.S.$175) - 276 276 280 
Sub total 400 276 676 708 
Total long term Bel 276 813 852 
Total $ 583 9 429 $ ROIS 1,051 
Interest expense on long term loans $ 39 $ 20 $ 59 
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2001 
Balance Sheet Value Fair Value 
Canada United States Total Total 
Short Term 
Commercial paper and other short term borrowings 
with interest of 2.55% $ =——s 154 $ 154 $ 154 
Revolving credit in respect of reinsurance business 
with interest rates from 2.2% to 3.9% maturing within 
one year 61 = 61 61 
Total short term 61 154 AUS 215 
Long Term 
Operating: 
First mortgages secured by real estate and limited recourse 
mortgages at interest rates from 6.4% to 11.7% maturing 
at various dates to 2014 156 - 156 165 
Other notes payable at interest rates from 8.0% to 9.0% 25 - 25 25 
Sub total 181 - 181 190 
Capital: 
6.75% Debentures due August 10, 2015, unsecured 200 - 200 210 
6.74% Debentures due November 24, 2031, unsecured 200 - 200 196 
7.25% Subordinated capital income securities redeemable 
by the Company on or after June 30, 2004, due 
June 30, 2048, unsecured (U.S.$175) - 279 279 279 
Sub total 400 AIS) 679 685 
Total long term 581 279 860 875 
Total $ 642 §$ 433 §$ OZ 5S 1,090 
Interest expense on long term loans $ 29 $ 20 $ 49 
(b) Principal Repayments of Long Term Loans 
Operating Capital Total 
2003 $ Se) — §$ Dy, 
2004 Di = 27 
2005 V7, - 17 
2006 2 ~ 2 
2007 2 = 2 
2008 and thereafter 30 676 706 
$ ley 676 $ 813 
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Non-Controlling Interests 


The Company controlled a 100% equity interest in Great-West and GWL&A at December 31, 2002 and December 31, 2001. 
The non-controlling interests of GWL&A and Great-West and its subsidiaries are: 


(a) For the years ended December 31 2002 2001 
Participating policyholder 


Net income attributable to participating policyholder 
before policyholder dividends 


Great-West $ 89 $ 91 
London Life 519 511 
GWL&A 208 202 
Policyholder dividends 
Great-West Dil 87 
London Life a17 497 
GWL&A 198 200 
Net income $ 10 $ 20 
Preferred shareholder dividends 22 22 
Minority shareholder interest 1 2 
Distribution on Great-West Life Capital Trust Securities 1 — 
Total $ 34 $ 44 
(b) As at December 31 2002 2001 
Participating policyholder undistributed surplus 
Great-West $ 830s 332 
London Life 916 914 
GWL&A 244 235 
1,490 1,481 
Preferred shareholders 209 459 
Minority interests in capital stock and surplus 2 10 
Trust units issued by Great-West Life Capital Trust 
350,000 ‘Trust Securities — Series A 350 - 


$ DAVEVE fi 1,950 


Preferred Shareholders 
On December 31, 2002, the LIG Class 1 Series D 7.25% Non-Cumulative Preferred Shares and Class 1 Series E 7.20% Non- 
Cumulative Preferred Shares were redeemed by LIG at a price of $25 per share. 


In January 2001, as a result of the joint offer dated December 14, 2000 between 3812774 Canada Inc. (a wholly-owned subsidiary 
of the Company) and Great-West, 3812774 purchased 658,311 Series L 5.20% Non-Cumulative Preferred Shares of Great-West. 
3812774 was transferred to Great-West and concurrently wound up. The purchase price was $23.00 per share for an aggregate 
purchase price of $15.1. The discount of $2.00 per share, or $1.3, was recorded on consolidation as an increase in surplus. 


Great-West Life Capital Trust Securities (GREATs) 

On December 20, 2002, Great-West Life Capital Trust (the Trust), a trust controlled by Great-West, issued $350 of non-voting 
GREATs which constitutes Tier 1 capital for Canadian regulatory purposes. Each holder of the GREATs will be entitled to receive 
a semi-annual non-cumulative fixed cash distribution of $29.975 per GREATS, representing an annual yield of 5.995%, payable 
out of the Trust’s net distributable funds. Subject to regulatory approval, the Trust may redeem the GREATS, in whole or in part, 
at any time on or after December 31, 2007 and, under limited circumstances may redeem all, but not less than all of the GREATs 
prior to December 31, 2007. Related issue costs of $5 ($3 after-tax) were recognized as a charge to surplus in 2002. 
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8. Capital Stock 
Authorized 


Unlimited First Preferred Shares, Class A Preferred Shares and Second Preferred Shares 
Unlimited Common Shares 


Issued and Outstanding 


2002 2001 
Stated Value Stated Value 
Number (thousands) Number {thousands} 
Preferred Shares: 
Series B, 7.45% Non-Cumulative First Preferred Shares — §$ ~ 4,000,000 $ 100,000 
Series C, 7.75% Non-Cumulative First Preferred Shares 4,000,000 100,000 4,000,000 100,000 
Series D, 4.70% Non-Cumulative First Preferred Shares 8,000,000 200,000 8,000,000 200,000 
Series 1, 5.00% Non-Cumulative Class A Preferred Shares 5,192,242 129,806 5,192,242 129,806 
Balance, end of year 17,192,242 $ 429,806 21,192,242 $ 529,806 
Common Shares: 
Balance, beginning of year 369,459,808 $ 1,553,294 372,404,725 $ 1,556,559 
Purchased and cancelled under Normal Course Issuer Bid (4,720,800) (19,924) (4,838,400) (20,295) 
Issued under Stock Option Plan 1,637,704 18,394 1,893,483 17,030 
Balance, end of year 366,376,712 $ 1,551,764 369,459,808 $ 1,553,294 
Total Capital Stock $ 1,981,570 $ 2,083,100 


The Series B, 7.45% Non-Cumulative First Preferred Shares were redeemed by the Company on December 31, 2002 at a price 
of $25 per share. 


The Series C, 7.75% Non-Cumulative First Preferred Shares are redeemable at the option of the Company on or after 
September 30, 2002 and are convertible to common shares of the Company at the option of the Company on or after 
September 30, 2004. The shares are convertible to common shares of the Company at the option of the holder on or after 
March 31, 2005. 


The Series D, 4.70% Non-Cumulative First Preferred Shares are redeemable or convertible to common shares of the Company 
at the option of the Company on or after March 31, 2009 and are convertible to common shares of the Company at the option 
of the holder on or after March 31, 2014. 


The Series 1, 5.00% Non-Cumulative Class A Preferred Shares are redeemable or convertible to common shares of the Company 
at the option of the Company on or after October 31, 2004, and are convertible to common shares of the Company at the option 
of the holder on or after January 31, 2005. 


During 2002, 4,720,800 (4,838,400 in 2001) common shares were purchased for cancellation pursuant to the Company’s Normal 
Course Issuer Bids for a total expenditure of $169 ($164 in 2001) or $35.76 ($33.93 in 2001) per share and the price in excess of 
stated value was charged to surplus. 


9. Stock Based Compensation 


The Company has a stock option plan (the Plan) pursuant to which options to subscribe for common shares of Lifeco may be 
granted to certain officers and employees of Lifeco and its affiliates. The Company’s Stock Option Plan Administrative Committee 
(the Committee) administers the Plan and, subject to the specific provisions of the Plan, fixes the terms and conditions upon 
which options are granted. The exercise price of each option granted under the Plan is fixed by the Committee, but cannot under 
any circumstances be less than the weighted-average trading price per Lifeco common share on the Toronto Stock Exchange for the 
five trading days preceding the date of the grant. Options granted under the Plan expire not later than ten years after the date of the 
grant. Termination of employment may, in certain circumstances, result in forfeiture of the options, unless otherwise determined 
by the Committee. The maximum number of Lifeco common shares that may be issued under the Plan is currently 18,500,000. 
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9. Stock Based Compensation (cont'd) 
Three categories of options have been granted under the Plan: 


(a) Basic (1) options, which generally become exercisable at the rate of 20% per year commencing on the first anniversary 
of the grant and expire ten years from the date of the grant. Basic (2) options become exercisable at the rate of 33% per year 
commencing September 30, 2002 and expire on April 26, 2010. 


(b) Contingent Options, which become exercisable only if certain financial targets are attained by GWL&A. Subject to the 
attainment of those financial targets, Contingent Options either (a) become exercisable on April 1, 2002 and expire on June 
26, 2007 or (b) become exercisable at the rate of 20% per year commencing December 31, 2001 and expire on April 25, 2011. 


(c) Special Options, which become exercisable only if certain financial targets are attained by Great-West and by London Life. 
Subject to the attainment of those financial targets, 40% of the Special Options became exercisable on February 28, 2000 
and 20% of the Special Options became exercisable on February 28, 2001 and 20% of the Special Options become exercisable 
on April 22 in each of the years 2002 and 2003. All of the Special Options expire on April 21, 2008. 


The following table summarizes the status of, and changes in, options outstanding and the weighted-average exercise price: 


2002 2001 

Weighted- Weighted- 

Average Average 
Options Exercise Price Options Exercise Price 
Outstanding, beginning of year 125303,154- $ 16:99 13,597,821 $ 16.99 
Granted 174,500 34,84 1,354,750 34.58 
Exercised (1,637,704) 11.23 ~— (1,893,483) 8.99 
Forfeited (809,213) 18.31 (755,934) 20.24 
Outstanding, end of year 10,030,737 $ D7 1230331 545s 16.99 
Options exercisable at year-end 6,303,818 $ 18.05 Se wwisis. 14.15 


The weighted average fair value of options granted during 2002 was $11.38 per option. The fair value of each option was estimated 
using the Black-Scholes option-pricing model with the following weighted average assumptions used for those options granted 
in 2002: dividend yield 2.453%, expected volatility 31.67%, risk-free interest rate 5.125%, and expected life of 7 years. 


The following table summarizes information on the ranges of exercise prices including weighted-average remaining contractual 
life at December 31, 2002: 


Outstanding Exercisable 
Weighted- 
Average Weighted- Weighted- 
Exercise Price Remaining Average Average 
Ranges Options Contractual Life Exercise Price Options Exercise Price Expiry 

$8.48 — $9.84 1,506,386 32509E > 8.48 1,506,386 $ 8.48 2006 
$11.26 — $16.76 1,825,182 4.61 16.34 1,825,182 16.34 2007 
$20.24 — $22.28 1,342,950 525 21.80 1,094,950 21.78 2008 
$22.13 — $27.25 620,900 6.38 23.68 389,700 2B, Si 2009 
$20.22 — $32.95 35312569 7.47 24.94 1,235,150 23.90 2010 
$34.28 — $35.40 1,248,250 8.75 34.54 252,450 34.55 2011 
$34.40 — $37.39 174,500 9.54 34.84 _ = 2012 


In accordance with the intrinsic value based method of accounting for stock-based compensation, no compensation expense 
has been recognized. Had the fair value based method of accounting been applied, compensation expense, net of tax, would have 
been recorded for the options granted under the Company’s plan during 2002 based on the fair value of the options granted, 
amortized over the vesting period. The Company’s net income for 2002 on this basis would have been reduced by less than $1 
and earnings per common share would have been reduced by less than $0.001. 


© Great-West Lifeco Inc. Annual Report 2002 


Notes to Consolidated Financial Statements (cont'd) 


($ amounts in millions except per share amounts) 


10. Pension Plans and Other Post Retirement Benefits 
(a) Defined Benefit Pension Plans 


(i) The status of the Company’s defined benefit pension plans is as follows: 


2002 2001 
Canada United States Total Canada United States Total 
Assets at fair value $ 1,044 $ 258 $ 1,302 $ e622 299 $ 1,475 
Accrued benefit obligation 1,015 294 1,309 1,039 240 1,279 
Excess (deficit) of assets 
over obligations 29 (36) (7) iy 59 196 
Unamortized net experience losses PER pn ee ne en 
(gains) and assumption changes Al 69 140 (58) (16) (74) 
Unamortized net asset at transition — - ~ (4) - (4) 
Excess funding contribution balance 
(reflected in Other Assets) $ 100 $ 3355 1336S To -$ ASS 118 
Significant Weighted-Average es eae 
Actuarial Assumptions: 
Discount rate 6.75% 6.75% 6.75% 7.25% 
Expected return on assets 7.75% 8.00% 7.75% 8.00% 
Assumed compensation increase 5.25% 3.92% 5.25% 4.00% 
(ii) The change in the fair value of plan assets is as follows: 
2002 2001 
Canada United States Total Canada United States Total 
Fair value of assets, 
beginning of year $ LUO 299 > 1,475 $ 1,245 $ 290 $ 1,535 
Employee contributions 5 - 5 5 - 5 
Employer contributions 15 - 15 } - 2 
Return on plan assets (34) (28) (62) 13 (1) 1 
Benefits paid (118) (10) (128) (89) (8) (97) 
Foreign exchange rate changes = (3) (3) _ 18 18 
Fair value of assets, end of year $ 1,044 $ 258 $ 1302 ~ 8 1,176 $ 299 $ 1,475 
(iii) The change in the accrued benefit obligation is as follows: 
2002 2001 
Canada United States Total Canada United States Total 
Accrued benefit obligation, 
beginning of year $ 13039" 3 240 $ 127 9iao 1,026 $ 21S 1,237 
Current service cost 25 14 39 25 iS 38 
Interest on accrued pension 
obligation (yeaa 18 85 69 15 84 
Actuarial (gains) losses 2 33 3)5) 8 (4) 4 
Benefits paid (118) (10) (128) (89) (8) (97) 
Foreign exchange rate changes - (1) (1) S 13 13 
Accrued benefit obligation, 
end of year $ MONS 294 $ 1,309 $ 1039 $ 240 $ 1,279 
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10. Pension Plans and Other Post Retirement Benefits (cont’d) 


(iv) Pension expense is determined as follows: 


2002 2001 
Canada ‘~ United States Total Canada United States Total 

Current service cost $ 25° °$ As 39 $$ 25 §$ 13. $ 38 
Employee contributions (5) _ (5) (5) - (5) 
Employer current service cost 20 14 34 20 1) 33 
Interest on accrued pension 

obligation. 67 18 85 69 15 84 
Amortization of net experience 

gains and assumption changes (8) 1 (7) (15) (2) (17) 
Amortization of net asset at 

transition (4) = (4) (4) - (4) 
Expected return on plan assets (87) (23) (110) (96) (24) (120) 

$ (12) $ 10 §$ Qs (26) $ 225 (24) 


(b) Other Pension Plans 


(i) The Company also maintains defined contribution pension plans for certain employees and agents the costs of which 
are as follows: 


2002 2001 
Canada United States Total Canada United States Total 
Contributions expensed $ 2S 11 $ 13.8 DES 12 $ 14 


(ii) In addition, the Company maintains supplemental executive retirement plans for certain key executives which provide 
certain benefits upon retirement, disability or death based on total compensation. 


2002 2001 
Canada United States Total Canada United States Total 
In year expense $ 3 4 §$ ES ES 4 $ 5 
End of year total liability $ 28 9 Boe ol = 18 $ so 5 a1 


(c) Other Post Retirement Benefits 


(i) The status of the Company’s other post retirement benefits plans is as follows: 


2002 2001 
Canada United States Total Canada United States Total 
Accrued other post retirement 
benefits obligation $ 21S 49 $ 270. $ 1942. o2=.9 283 
Unamortized experience gain (loss) (23) 33 10 (5) (18) (23) 
Accrued benefit obligation 
(reflected in Other Liabilities) $ 198 $ 82 $ 280 $ 186 $ TAS 260 
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Significant Weighted-Average Actuarial Assumptions: 

The discount rate used to determine the accrued benefit obligation was 6.75% for both the Canadian and United States 
plans. In determining the expected cost of Canadian health care benefit plans, health care costs were assumed to increase 
by 8.4% in 2002 and gradually decrease to a level of 4.8% by 2008. For the United States health care benefit plans, health 
care costs were assumed to increase by 9.5% in 2002 and gradually decrease to a level of 5.25% by 2011 subject to 
conditions of the plans. 


(ii) The change in the other post retirement benefits obligation is as follows: 


2002 2001 
Canada United States Total Canada United States Total 

Accrued other post retirement 

benefits obligation, beginning 

of year $ 191 '$ 92 $ 283") 167 $ 50 $ Qe 
Current service cost 7 6 13 5) 5 10 
Interest on accrued other post 

retirement benefit obligation 13 5 18 12 5 17 
Amendments = (35) (35) - - - 
Actuarial (gains) losses i (16) 1 14 31 45 
Benefits paid (7) (2) (9) (7) (2) (9) 
Foreign exchange rate changes - (1) (1) - 3 3 
Accrued other post retirement 

benefits obligation, end of year $ 22ers 49 $ 270 $ [Sees SPD) 283 


(iii) Other post retirement benefits expense is determined as follows: 


2002 2001 
Canada United States Total Canada United States Total 
Current service cost $ TsogeNs 6 $ 13yeS DS BY ow 10 
Interest on accrued other post 
retirement benefits obligation 13 5 18 12 5 17 
$ 20 $ Lies 31S TES LOPS 27 


The effect of a 1% increase in assumed healthcare cost trend rates would be an increase in the accrued post retirement 
benefit obligation of $35 in Canada and $4 in the United States as at December 31, 2002 and an increase in the 2002 post 
retirement benefit expense of $5 in Canada and $2 in the United States. A decrease of 1% in assumed healthcare cost trend 
rates would result in respective decreases of approximately the same amount. 


11. Earnings per Common Share 


The following table provides the reconciliation between basic and diluted earnings per common share: 


2002 2001 

(a) Earnings 

Net income — common shareholders $ 93. 208 15 
(b) Number of Common Shares 

Average number of common shares outstanding 367,987,648 371,244,073 

Add: Potential exercise of outstanding stock options 4,619,909 6,119,984 

Average number of common shares outstanding — diluted basis 372,607,557 377,364,057 
Earnings per Common Share ( (a) divided by (b) ) 

Basic $ 2.530 $ 1.387 

Diluted $ 2.499 $ 1.365 
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Related Party Transactions 


In the normal course of business, Great-West provided insurance benefits to other companies within the Power Financial 
Corporation group of companies. In all cases, transactions were at market terms and conditions. 


During the year, Great-West provided to and received from Investors Group, a member of the Power Financial Group of companies, 
certain administrative services. Great-West also provided life insurance and disability insurance products under a distribution 
agreement with Investors Group. London Life provided distribution services to Mackenzie Financial Corporation, a company 
within the Power Financial Corporation group of companies. All transactions were provided on terms and conditions at least as 
favourable as market terms and conditions. 


During 2002, Great-West and London Life purchased residential mortgages of $200 from Investors Group ($278 in 2001). 
Great-West and London Life sold residential mortgages of $42 ($26 in 2001) to segregated funds maintained by Great-West 
and $143 ($98 in 2001) to segregated funds maintained by London Life. All transactions were at market terms and conditions. 


On April 19, 2001, Great-West completed its previously announced investment of $230 to acquire 9,200,000 Investors Group 
treasury common shares. 


. Income Taxes 


(a) Future income taxes consist of the following taxable temporary differences on: 


2002 2001 
Policy liabilities $ 310s 102 
Portfolio investments 189 206 
Other (82) 9 
ss 5 ee 
(b) The Company’s effective income tax rate is derived as follows: 
2002 2001 
Combined basic Canadian federal and provincial tax rate 39.0% 42.3% 
Increase (decrease) in the income tax rate resulting from: 
Non-taxable investment income (5.6) (5.4) 
Lower effective tax rates on income not subject to tax in Canada (Q3)) (1.6) 
Investment income tax 1.8 2.8 
Large corporations tax 0.1 0.1 
Impact of rate changes on future income taxes 0.3 (1.0) 
Miscellaneous iloth 2.0 
Effective income tax rate applicable to current year 34.4 oo 
Increase (decrease) in the income tax rate resulting from prior years’ tax adjustments (4.2) 1.0 
Effective income tax rate 30.2% 40.2% 


2002 results include a $50 net reduction in the Canadian provisions for income taxes due to favourable tax experience arising from 
the completion of tax audits. The impact of this reduction in provisions was an increase in after tax income of $41 in the 
shareholder account and $9 in the participating policyholder account. 
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14. Off Balance Sheet Financial Instruments 


In the normal course of managing exposure to fluctuations in interest and foreign exchange rates, and to market risks, the 
Company is an end user of various derivative financial instruments that are not reported on the balance sheet. Contracts are 
either exchange traded or over-the-counter traded with counterparties that are highly rated financial institutions. 


(a) The following table summarizes the Company’s derivative portfolio and related credit exposure: 


2002 
Maximum Future Credit Risk 
Notional Credit Credit Risk Weighted 
Amount Risk Exposure Equivalent* Equivalent 
Interest Rate Contracts 
Swaps $ 792 $ 375 4 $ 41 $ 8 
Options written 302 - ~ - — 
Options purchased OU, - 5 5 1 
2,891 37 9 46 9 
Foreign Exchange Contracts 
Forward contracts 2,150 5 66 71 14 
Cross-currency swaps 863 6 49 55 8 
3,013 11 Was 126 a7) 
Other Derivative Contracts 
Equity contracts 266 61 18 30 11 
Credit default swaps Bz - 3 3 1 
298 61 21 33 12 
$ 6,202 $ 109 $ 145 $ DOSE oS 43 
Geographic 
Canada $ 33090 HSS 132-$ 161 $ 34 
United States 2,806 31 13 44 9 
$ 6,202 $ 109 $ 145 $ 205 $ 43 
* Credit risk equivalent for equity contracts includes a reduction for collateral of $49. 
2001 
Maximum Future Credit Risk 
Notional Credit Credit Risk Weighted 
Amount Risk Exposure Equivalent * Equivalent 
Interest Rate Contracts 
Swaps $ 816 $ 41 $ 4 $ 45 $ 9 
Options written 305 - = _ - 
Options purchased 2,442 3 - 5) 1 
3,563 44 4 48 10 
Foreign Exchange Contracts 
Forward contracts 1,700 l 47 48 9 
Cross-currency swaps ‘ 791 14 49 63 13 
2,491 15 96 111 DY 
Other Derivative Contracts 
Equity contracts 286 67 19 36 12 
$ 6,340 $ 6mss Liges IBS 44 
Geographic 
Canada $ 2,990: “S$ 89 §$ 116 $ 155055 36 
United States 3,350 37 3 40 8 
$ 6,340 $ 126 $ iS) IQs S 44 


* Credit risk equivalent for equity contracts includes a reduction for collateral of $50. 
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14. Off Balance Sheet Financial Instruments (cont'd) 


(b) The following table provides the use, notional amount and estimated fair value of the Company’s derivative portfolio: 


2002 
Contracts Held for Asset/Liability Management Contracts Held for Other Purposes 
Notional Amount Total Notional Amount Total 
1 Year Over Estimated 1 Year Over Estimated 
or Less 1-5 Years 5 Years Fair Value or Less 1-5 Years 5 Years Fair Value 
Interest Rate Contracts 
Swaps $ 1212 $7. 5900S 81 $ 32. $ — = re = 
Options written - 302 - (6) = — — - 
Options purchased 798 999 - - - — = - 
919 1,891 81 26 — — — - 
Foreign Exchange Contracts 
Forward contracts = _ = — 1,052 1,098 - (25) 
Cross-currency swaps 62 456 345 (123) = = — = 
62 456 345 (123) 1,052 1,098 - (25) 
Other Derivative Contracts 
Equity contracts 47 93 - 55 126 - - 1 
Credit default swaps — 32 - - — - - 
47 2S) - 55 126 - - 1 
$7 15028 S472 ss 426 $ Ges lee 21098 -— $ (24) 
Geographic 
Canada $ W6=-$ 627 $ 37 (OS Se S. 1h098 - $ (24) 
United States 912 1,845 49 19 = = oe = 
So L028. 24707 426 $ OSS Ace. GS AOS) -— $ (24) 
2001 
Contracts Held for Asset/Liability Management Contracts Held for Other Purposes 
Notional Amount Total Notional Amount Total 
1 Year Over Estimated 1 Year Over Estimated 
or Less 1-5 Years 5 Years Fair Value or Less 1-5 Years 5 Years Fair Value 
Interest Rate Contracts 
Swaps $ 193, 93 553529 83 $ 38 $ eas = — $ = 
Options written 118 187 — (4) - - - _ 
Options purchased 655 1,787 - 3 = - = - 
971 2,509 83 oe - - - - 
Foreign Exchange Contracts 
Forward contracts — - = - 951 749 - (41) 
Cross-currency swaps 42 314 435 (77) - - - - 
42 314 435 (77) 951 749 e (41) 
Other Derivative Contracts 
Equity contracts 49 93 - 62 144 - — 3 
Seals OG22 hee 2.9 Og SIGS 3S 22a pal O95aes 749 - §$ (38) 
Geographic era 
Canada $ 114 $ 514 $ 518 $ Ca) cS 1095 4S 749 - $ (38) 
United States 948 2,402 - 33 _ = - - 
Si l50625 O.2,9 onto 518 $ DRY OS) 85 749 -— $ (38) 


© Great-West Lifeco Inc. Annual Report 2002 


Notes to Consolidated Financial Statements (cont’d) 


($ amounts in millions except per share amounts) 


(c) Interest Rate Contracts 
Interest rate swaps are used to hedge interest rate risk related to asset and liability management. These swap agreements 
require the periodic exchange of payments without the exchange of the notional principal amount on which payments are 
based. Interest income is adjusted to reflect the interest receivable and interest payable under the interest rate swaps. 


Written call options are used with interest rate swaps to effectively convert convertible, fixed rate bonds to non-convertible 
variable rate securities as part of the Company’s overall asset/liability matching program. The written call option hedges 
the Company’s exposure to the convertibility feature on the bonds. Any premiums received are recognized in net investment 
income over the life of the option. Gains and losses realized upon exercise of the option are amortized into income over the 
remaining term of the underlying security. 


Put options are purchased to protect against significant drops in equity markets. Premiums paid are amortized to net 
investment income over the life of the options. Gains and losses realized upon exercise of the option are recognized in net 
investment income. 


Foreign Exchange Contracts 

Cross-currency swaps are used to hedge foreign currency risk related to asset and liability management. Under these swaps 
principal amounts and fixed and floating interest payments may be exchanged in different currencies. The carrying value 
on the balance sheet is adjusted to reflect the amount of the currency swapped and interest income is adjusted to reflect the 
interest receivable and interest payable under the swaps. The Company also enters into certain foreign exchange forward 
contracts to hedge the translation of its United States operations into Canadian dollars. The realized gains and losses on 
these contracts are recognized in net investment income as the contracts are settled. In 2002, realized losses net of tax were 
$13 ($18 in 2001). 


Other Derivative Contracts 

Equity index swaps are used to hedge certain product liabilities and are marked to market with realized and unrealized gains 
and losses included in net investment income offsetting the respective realized and unrealized gains and losses on the 
underlying product liabilities and a corresponding market value adjustment in the amounts paid or credited to policyholders. 
Equity index swaps are also used as substitutes for cash instruments and are marked to market with realized and unrealized 
gains and losses included in net investment income. 


The Company uses credit derivatives to manage its credit exposures and for risk diversification in its investment portfolio. 
Unrealized gains and losses are deferred on the balance sheet and are recognized in net investment income in the period 
in which the underlying investment is recognized. 


15. Contingent Liabilities 


The Company and its subsidiaries are subject to legal actions, including proposed class actions, arising in the normal course of 
business. It is not expected that any of these legal actions will have a material adverse effect on the consolidated financial position 
of the Company. 


At December 31, 2002 there are three proposed class actions against Great-West (one in each of British Columbia, Ontario 
and Quebec) related to the availability of policyholder dividends to pay future premiums. In June 2001, London Life announced 
an agreement to settle proposed class actions related to the availability of policyholder dividends to pay future premiums on 
participating life insurance policies purchased from London Life. The agreement received final court approval in 2002. As at the 
date of the settlement, estimated future settlement benefits of $180 and expenses related to the administration of the settlement 
in the amount of $20 were fully provided for in existing reserves in London Life’s participating account. Actual results could 
differ from those estimates. There is also a proposed class proceeding in Ontario against the Company, Great-West, LIG and 
London Life regarding the participation of the London Life participating policyholder account in the financing of the acquisition 
of LIG in 1997 by Great-West. These proceedings are in their early stages, and it is difficult to predict their outcome with certainty. 
However, based on information presently known, it is not expected that any of these proceedings will have a material adverse 
effect on the consolidated financial position of the Company. 
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16. 


(88 


The Events of September 11, 2001 


2001 results include a charge of $73 after-tax in the shareholder account and $9 after-tax in the participating policyholder 
account related to claims provisions from the events of September 11, 2001, related to the reinsurance business. 


Commitments 


Clients residing in the United States are required pursuant to their insurance laws to obtain letters of credit issued on London 
Reinsurance Group’s (LRG), a subsidiary of London Life, behalf from approved banks in order to further secure LRG’s 
obligations under reinsurance contracts. 


LRG has a syndicated letter of credit facility providing U.S. $1,425 in letters of credit capacity. The facility has three tranches. One 
tranche, arranged in 2002 in the amount of U.S. $655, is for a one year term to November 20, 2003. The second tranche, also 
arranged in 2002 in the amount of U.S. $370, has a three year term expiring November 15, 2005. The third tranche of U.S. $400 
expires on October 27, 2003. Under the terms and conditions of the facility, collateralization may be required dependant on the 
future credit ratings of specific LRG subsidiaries and London Life or if a default under the letters of credit agreement occurs. 
LRG has issued U.S. $1,079 in letters of credit under the facility as at December 31, 2002. LRG had issued U.S. $1,105 under a 
previous letter of credit facility at December 31, 2001. In addition, LRG has other bilateral letter of credit facilities totalling U.S. 
$40 (2001 — U.S. $40). Bonds and debentures in the amount of Cdn $11 (2001 — Cdn $15) have been pledged to support these 
letters of credit. 


. Segmented Information 


The major reportable segments are the Canadian and United States operations of the Company. In Canada, the Company 
operates through Great-West and its wholly owned subsidiary LIG. In the United States, the Company operates primarily 
through GWL&A. The Canadian and United States segments are also presented by participating and non-participating 
products. 


The major business units within the Canadian operating segment are: 


Group Insurance — life, health and disability insurance products for group clients. 

Individual Insurance & Investment Products _— life insurance and disability insurance products for individual clients, and 
accumulation and payout annuity products for both group and individual clients. 

Reinsurance & Specialty General Insurance — life, property and casualty, accident and health, annuity coinsurance and specialty 
general insurance in specific niche markets. 

Corporate — business activities and operations that are not associated with the major 


business units of Canadian operations. 
The major business units within the United States operating segment are: 


Employee Benefits — life, health and disability insurance products for group clients. 

Financial Services — accumulation and payout annuity products for both group and individual 
clients, 401(k) products for group clients and life insurance products for 
individual clients. 

Corporate — business activities and operations that are not associated with the major 
business units of United States operations. 
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(a) Consolidated Operations 


For the Year Ended December 31, 2002 Canadian Operations 
Participating 
Shareholder Policyholder 
Individual Individual 
Insurance & Insurance & 
Group Investment Reinsurance Investment Total 
Insurance = Products + & Specialty Corporate Total Products Canada 
Income: 
Premium income Ce 220s 662-9913 92778 Wee 26,80 lat Sree 31/8, 198 
Net investment income 205 463 474 98 1,240 909 2,149 
Fee and other income 68 332 2 18 420 ~ 420 
Total income 2,493 1,457 4,398 133 8,481 2,286 10,767 
Benefits and Expenses: 
Paid or credited to policyholders 1,868 741 4,338 oF 6,984 1,994 8,978 
Other 426 365 28 22 841 256 1,097 
Net operating income before 
income taxes 199 Sioul 32 74 656 36 692 
Income taxes 7A 139 2 (55) 160 36 196 
Net income before non-controlling 
interests 125 PN? 30 129 496 - 496 
Non-controlling interests - ~ 1 23 24 - 24 
Net income before 
goodwill amortization 125 212 29 106 472 = 472 
Amortization of goodwill ~ ~ ~ - - = - 
Net income $ ihe es 212 <3 295.5 106 $ 472 $ — §$ 472 
Summary of Net Income 
Preferred shareholder dividends $ = 9 $ - §$ - $ 2 1naS SIEES - §$ Sil 
Net income — common shareholders 125 212 29 TD 44] - 44] 
Net income $ sy 85 Ds 29'-$ 106 $ AAS = $ 472 
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18. Segmented Information (cont'd) 


For the Year Ended December 31, 2002 United States Operations 
Participating 
Shareholder Policyholder 
Employee ~ Financial Financial Total Total 
Benefits Services Corporate Total Services U.S. Company 
Income: 
Premium income $= Leo 2 LOLG aS SAS Es iaylais Ay 396. $ 2989S eke 
Net investment income 109 824 (5) 928 561 1,489 3,638 
Fee and other income 1,036 350 1 1,387 _ 1,387 1,807 
Total income 2/22 2,190 (4) 4,908 957 5,865 16,632 
Benefits and Expenses: 
Paid or credited to policyholders 1,208 1,484 (2) 2,690 925 3,615 12,593 
Other 1,139 347 9 1,495 Da 1,516 2,613 
Net operating income before 
income taxes 375 359 (11) 723 ak 734 1,426 
Income taxes 125 112 (4) 233 1 234 430 
Net income before non-controlling 
interests 250 247 (7) 490 10 500 996 
Non-controlling interests ~ — - — 10 10 34 
Net income before 
goodwill amortization 250 247 (7) 490 - 490 962 
Amortization of goodwill ~ — - - - - - 
Net income $ 250 $ 247 -$ GS 490 $ - §$ 490 $ 962 
Summary of Net Income 
Preferred shareholder dividends $ — $ - $ = $ = $ - $ - $ 31 
Net income — common shareholders 250 247 (7) 490 — 490 931 
Net income $ P50 S DATS (7) $ 490 $ — §$ 490 $ 962 
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For the Year Ended December 31, 2001 Canadian Operations 
Participating 
Shareholder Policyholder 
Individual Individual 
Insurance & Insurance & 
Group Investment — Reinsurance Investment Total 
Insurance Products  & Specialty Corporate Total Products Canada 
Income: 
Premium income S026 2S 628°-$ 3,455. -$ Gress OVO Suh 5 1326) Sie 7245 
Net investment income 215 513 473 125 1,326 926 D2) 
Fee and other income 61 501 2 1y/ 391 - Bg 
Total income 2,302 1,452 3,930 158 7,842 psy 10,09. 
Benefits and Expenses: 
Paid or credited to policyholders 1,739 799 3,894 33 6,465 1,843 8,30: 
Other 391 374 78 Wi, 860 DUS eit 
Net operating income before 
income taxes 172 279 (42) 108 517 134 65 
Income taxes 67 104 (12) (7) 152 116 26 
Net income before non-controlling 
interests 105 175 (30) 115 365 18 38 
Non-controlling interests ~ - 2 oy) 24 18 4 
Net income before 
goodwill amortization 105 175 (32) 93 341 - 34 
Amortization of goodwill 23 28 8 S 62 - 6 
Net income $ 82 $ WAGE SS (40) $ 90 $ 279 $ — §$ yh 
Summary of Net Income 
Preferred shareholder dividends $ - §$ = $ — $ 50S 20: - $ 3 
Net income — common shareholders 82 147 (40) 60 249 - 24 
Net income $ S22e$ Weg OS (40) $ 90 $ 279 $ = 8 Dip 
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18. Segmented Information (cont‘d) 


For the Year Ended December 31, 2001 United States Operations 
Participating 
Shareholder Policyholder 
Employee ~ Financial Financial Total Total 
Benefits * Services Corporate Total Services U.S. Company 
Income: 
Premium income $ 1,708 $ 893 $ BRS OAM oS 495 $73,026, 1S. 10.47 
Net investment income 106 831 (10) O27. 534 1,461 35713 
Fee and other income 1,105 362 - 1,467 - 1,467 1,858 
Total income 2,919 2,086 (10) 4,995 959 5,954 16,048 
Benefits and Expenses: 
Paid or credited to policyholders 1,439 1,359 (2) 2,796 926 3.722. 12,030 
Other 1,208 382 14 1,604 22 1,626 2,761 
Special Charges 204 - - 204 _ 204 204 
Net operating income before 
income taxes 68 345 (22) 391 11 402 1,053 
Income taxes 18 101 1 120 9 129 ay 
Net income before non-controlling 
interests 50 244 (23) Da 2 273 656 
Non-controlling interests - - - — 2 2 44 
Net income before 
goodwill amortization 50 244 (23) 271 — 271 612 
Amortization of goodwill 2 1 1 4 - 4 66 
Net income $ 48 $ 243 $ (24) $ 26/— > -— $ PSE = SS 546 
Summary of Net Income 
Preferred shareholder dividends $ = =) Ee V$ =<$ 1 $ 31 
Net income — common shareholders 48 243 (25) 266 — 266 515 
Net income $ 48 $ 243 $ (24) $ 267 $ - $ 26/5 546 


* see note 19 
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(b) Consolidated Balance Sheet 


As at December 31, 2002 Canada United States 
Participating Participating Total 
Shareholder Policyholder Total © Shareholder Policyholder —_ Total Company 
Assets 
Invested assets GS ALOE AS ISS RS ORO TL AS ZERO SS ISO AS Woh (erstOhar Ah Silt Gioyt! 
Goodwill and intangible assets 1,621 - 1,621 66 ~ 66 1,687 
Other assets 5,103 415 5,918 987 328 lento) 6,833 
Total assets $ 21,621 $ 14,389 $ 36,010 $ 15,603 $ 8,458 $ 24,061 $ 60,071 
Liabilities, Capital Stock and Surplus LE Se eee ee 
Policy liabilities $ 16,283 $ 12,606 $ 28,889 $ 11,450 $ 7,957 $ 19,407 $ 48,296 
Net deferred gains on portfolio 
investments sold 427 387 814 136 8 144 958 
Other liabilities 15992 150 2,142 1,667 249 1,916 4,058 
Non-controlling interests 561 1,246 1,807 = 244 244 2,051 
Capital stock and surplus 2,358 - 2,358 2,350 - 2,350 4,708 
Total liabilities, capital stock 
and surplus $ 21,621 $ 14,389 $ 36,010 $ 15,603 $ 8,458 $ 24,061 $ 60,071 
As at December 31, 2001 Canada United States 
Participating Participating Total 
Shareholder —Policyholder Total Shareholder Policyholder Total Company 
Assets 
Invested assets $ 14,549 $ 13,257 $ 27,806 $ 14,836 $ 8,009 $ 22,845 $ 50,651 
Goodwill and intangible assets 1,538 ~ 1,538 66 - 66 1,604 
Other assets 4,829 S17, 5,346 1,249 309 1,558 6,904 
Total assets $ 20,916 $ 13,774 $ 34,690 $ 16,151 $ 8,318 $ 24,469 $ 59,159 
Liabilities, Capital Stock and Surplus 
Policy liabilities $16,085 $7 11835 $ 275920 $ 11,847" $ 7,832 $ 19,679 $ 47,599 
Net deferred gains on portfolio 
investments sold 473 445 918 123 8 131 1,049 
Other liabilities 1,635 248 1,883 2,038 243 2,281 4,164 
Non-controlling interests 469 1,246 b7AS ~ 235 235 1,950 
Capital stock and surplus P54 = 2,254 2,143 = 2,143 4,397 
Total liabilities, capital stock 
and surplus $ 20,916 $ 13,774 $ 34,690 $ 16,151 $ 8,318 $ 24,469 $ 59,159 
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19. Special Charges 


2001 results include a non-recurring charge of $204 pre-tax ($133 after-tax) in addition to related operating losses of $32 after-tax, 
both related to Alta Health & Life Insurance Company (Alta) an indirect wholly-owned subsidiary and part of the Company’s 
United States Employee Benefits segment. 


20. Dispositions 


London Guarantee Insurance Company 


On March 21, 2002, London Life completed its previously announced sale of its 82.9% indirect interest in London Guarantee 
Insurance Company which resulted in an after-tax gain of $31. 


Auditors’ Report 


To the Shareholders of Great-West Lifeco Inc. 


We have audited the consolidated balance sheets of Great-West Lifeco Inc. as at December 31, 2002 and 2001 and the summaries 
of consolidated operations, the consolidated statements of surplus and the consolidated statements of cash flow for the years then 
ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2002 and 2001 and the results of its operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting principles. 


Rite YX Tauck 4hP 


Chartered Accountants 


Winnipeg, Manitoba 
January 29, 2003 
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Five Year Summary 


(in millions of dollars except per common share amounts) 


2002 2001 2000 1999 1998 
At December 31 
Life insurance in force (face amount) $ 479,124 $ 487,216 $ 501,838 $ 471,078 $ 477,234 
Annuities in force (funds held) 45,511 49,306 48,690 47,255 43,936 
Health insurance in force (annualized premiums) 13,762 14,045 13,903 9,238 9,309 
Total assets under administration 96,119 98,026 92,913 87,240 83,119 
For the Year Ended December 31 
Premiums: 
Life insurance, guaranteed annuities 
and insured health products $ 7,265). > A022 aS 7,098 $ 6,451 $ 6,547 
Reinsurance and specialty general insurance 3,922 3,455 2,878 2,075 2,690 
Self-funded premium equivalents (ASO contracts) 9,564 10,099 8,797 5,464 4,849 
Segregated funds deposits: 
Individual products 2,293 2,955 2,776 1,962 2,010 
Group products 4,382 4,695 DOLD 3,988 3,687 
Total premiums and deposits GED AG Dh 028,226). S20 26,8 740 085 S19, 940 1477 1195733 
Condensed Summary of Operations 
Income 
Premium income $ ASS 10,477 $ 9,976 $ 8,526 $ 9,237 
Net investment income 3,638 3,713 3,649 3,580 3,516 
Fee and other income 1,807 1,858 1,641 1-209) 1,003 
Total income 16,632 16,048 15,266 13,328 13,756 
Benefits and Expenses 
Paid or credited to policyholders 12,593 12,030 11,374 9,936 10,680 
Commissions 718 696 694 601 538 
Operating expenses 1,786 1,941 1,816 1,550 1,445 
Premium taxes 109 124 129 123 93 
Special charges - 204 - - - 
Net operating income before income taxes 1,426 1,053 E253 1,118 1,000 
Income taxes — current 397 427 540 378 216 
— future 33 (30) (89) (12) 145 
Net income before non-controlling interests 996 656 802 752 639 
Non-controlling interests 34 44 63 123 108 
Net income before amortization of goodwill 962 612 739 629 531 
Amortization of goodwill = 66 65 60 58 
Net income $ 962 $ 546 $ 674 $ 569 $ 473 
Summary of Net Income 
Preferred shareholder dividends $ S1ee$ Ss SLES 330a$ 36 
Net income — common shareholders O5i 515 643 536 437 
Net income $ 962 $ 546 $ 674 $ 569 $ 473 
Earnings per common share $ 253° S$ 1:39. 3$ E727-$ 143 $ Pay 
Return on common shareholders’ equity 22.9% 13.7% 18.6% 17.1% 15.4% 
Book value per common share $ 11.68 $ 10.47 $ IS iss 8.70 $ 8.12 
Dividends to common shareholders - per share $ 0.945 $ OUiS ames 0.65 $ O58) S 0.44 
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Corporate Governance 


Great-West Lifeco Inc. was formed in 1986. Lifeco currently owns all of the voting interest in The Great-West Life Assurance 
Company (Great-West) and, indirectly, all of the voting interest in Great-West Life & Annuity Insurance Company (GWL&A). Lifeco 
currently has no holdings unrelated to its holdings in Great-West and GWL&A. Lifeco is controlled by Power Financial Corporation. 


Lifeco believes that sound corporate governance is essential to the well being of Lifeco and its shareholders. Its Board of Directors 
is identical to the Board of Great-West and many of its Directors are members of the Board of GWL&A. As a result, the processes 
and structures that are required to properly direct and manage the business and affairs of Lifeco (i.e. prudent and effective corporate 
governance practices) have largely been implemented through Great-West and GWL&A. Lifeco offers the following comments 
with respect to its corporate governance practices. 


Board and Board Committees 


The Board of Lifeco is comprised of 22 Directors, and there are currently three Committees of the Board, namely the Executive 
Committee, the Audit Committee and the Stock Option Plan Administrative Committee. The mandate of the Board is to supervise 
the management of the business and affairs of Lifeco. The mandate of the Executive Committee is to supervise the management 
of the business and affairs of Lifeco when the Board is not in session. The mandate of the Audit Committee is to review the 
financial statements of Lifeco and public disclosure documents containing financial information and to report on such review 
to the Board. The Audit Committee has direct communication channels with the internal and external auditors to discuss and 
review specific issues as appropriate. The membership of the Audit Committee of Lifeco is identical to that of the Audit Committee 
of Great-West and both Audit Committees have the same Chairman. The mandate of the Stock Option Plan Administrative 
Committee is to administer Lifeco’s Stock Option Plan. 


Board and Board Committee Composition 


A majority of the 22 Directors on the Board of Lifeco are “unrelated” to Lifeco. In addition, a number of Directors are free from 
any interests in, or relationships with, either Lifeco or its controlling shareholder. 


A majority of the Directors on the Executive Committee are unrelated to Lifeco. The Audit Committee and the Stock Option Plan 
Administrative Committee are composed entirely of unrelated non-management Directors and the Chairman of the Board is a 
non-management Director. 


Board Operation 


The Chairman’s responsibility towards the efficient operation of the Board includes the recommendation, after consultation, of 
appropriate candidates for nomination to the Board, and the assessment of the effectiveness of the Board as a whole, of the 
Committees of the Board, and of the contributions of individual Directors. The Chairman also makes recommendations, after 
consultation, concerning Directors’ compensation and any changes that would improve the workings of the Board, including 
increases or decreases in its size, and concerning the development of Lifeco’s approach to governance issues. 


Committees may, at the expense of Lifeco, retain such professional advisors as the Committees deem appropriate for purposes 
of carrying out their duties and responsibilities. 


New members of the Board are provided with an orientation concerning Lifeco and its business. 


Management is expected to develop an annual business plan incorporating the business objectives and key results for which 
management is responsible each year, and to submit the plan to the Board for approval. Management is expected to implement 
the plan, to achieve the objectives and results, and to report to the Board on its progress. 


Shareholder Matters 


In addition to the public disclosure documents which Lifeco is required to produce by various regulatory authorities, Lifeco 
communicates with shareholders through quarterly reports, the annual report, and press releases when appropriate. Every 
shareholder inquiry receives a prompt response from an appropriate officer of Lifeco. 
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Corporate Director 


The Honourable 
P. Michael Pitfield, P.C., Q.C. 
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Glossary of Insurance and Financial Terms 


Administrative Services Only: An arrangement where the 
insurer provides administrative services for a plan sponsor’s health 
benefits plan, such as maintaining enrollment information and 
adjudicating claims. The plan sponsor bears some or all of the 
claim risk. 


Annuity: A contract providing income payments at regular (usually 
monthly) intervals for a specified period. A life annuity provides 
payments during the lifetime of the annuitant. An annuity certain 
provides periodic payments over a specified number of years and is 
not dependent on any person’s survival. An annuity consideration is 
the payment, or series of payments, made to purchase an annuity. An 
annuity can be purchased as either registered or non-registered funds. 


Cash value: The amount available in cash upon voluntary 
termination of a policy by its owner before it becomes payable 
by death or maturity. 


Critical illness insurance: provides a one-time lump sum benefit 
to an insured who has been diagnosed with a critical condition. 
Normally, the insured must be diagnosed with a condition listed in 
the policy and live a certain period of time following the diagnosis, 
to collect benefits. 


Derivative financial instruments: Financial contracts that derive 
their value from the value of an underlying asset or index, such as 
interest rates, exchange rates, equities or commodities. Derivative 
transactions are conducted in the over-the-counter market directly 
between two parties or on regulated exchange markets. 


Swaps are contractual agreements between two parties to 
exchange a rate of return on one investment for the rate of 
return on another investment such as a floating rate of interest 
for a fixed rate of interest. For cross-currency swaps, floating 
interest payments of one currency are exchanged for floating 
interest payments in a different currency. Equity index swaps 
are contracts to pay or receive cash flows based on the increase 
or decrease in the underlying index. 


Options convey the right, but not the obligation, to either buy 
or sell a specific amount of a financial instrument at a fixed 
price either at a fixed future date or at any time within a fixed 
future period. For options purchased, a premium or fee is paid 
for the right to exercise the option. 


Forwards and Futures are contracts to either buy or sell a 
specified currency or financial instrument at a specified price 
and date in the future. Forward contracts are customized and 
transacted in the over-the-counter market. Futures are transacted 
in standardized amounts on regulated exchanges and are 
subject to daily cash margining. 


Notional Amount is the face or principal value upon which 
the performance of a derivative contract is based. In general, 
notional values are not paid or received. 
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Maximum Credit Risk is the current replacement cost of all 
outstanding derivative contracts with a positive (receivable by 
the company) value. 


Future Credit Exposure represents the potential for future 
changes in value based upon a formula prescribed by the 
Superintendent of Financial Institutions Canada. 


Credit Risk Equivalent represents the total of maximum credit 
risk and future credit exposure, less collateral. 


Risk Weighted Balance represents the credit risk equivalent, 
weighted according to the creditworthiness of the counterparty 
on a basis prescribed by the Superintendent of Financial 
Institutions Canada. 


Total Estimated Fair Value is the net of contracts in a receivable 
position (maximum credit risk) and those in a payable position. 


Disability insurance (DI): A type of health insurance designed 
to compensate insured people for a portion of the income they 
lose because of a disabling injury or illness. Generally, benefits for 
disability insurance are in the form of monthly payments. Individual 
DI policies can be cancellable, where the insurer can terminate the 
policy at any time by providing written notice and refunding any 
advance premiums; or non-cancellable, where the insurer must renew 
the policy until the insured reaches a certain age, and cannot 
increase premiums. 


Employee Benefits Division: A business unit of Great-West Life 
& Annuity Insurance Company. Employee Benefits markets health 
plans, and life and disability insurance on a group basis to 
corporations and associations. 


Experience refund: The portion of a group insurance premium 
that is returned to a group policyholder whose claims experience is 
better than had been expected when the premium was calculated. 


Financial Services Division: A business unit of Great-West 
Life & Annuity Insurance Company. Financial Services markets 
retirement savings products and services to employees of the state 
and local governments, hospitals, non-profit organizations, public 
school districts, and private businesses, and life insurance through 
institutional partners and certain Internet-based brokers. 


Group Insurance Operations: A business unit of Great-West 
Life, that markets life, health and disability insurance products for 
group clients. 


Individual Insurance & Investment Products: A business 
unit of Great-West Life in Canada, that markets life insurance and 
disability income insurance products for individual clients, and 
accumulation and payout annuity products for both group and 
individual clients. 


Glossary of Insurance and Financial Terms (cont‘d) 


Life insurance in force (face amount): The amount stated as 
payable at the death of the insured or at the maturity of the policy. 


Managed care: A method of delivering, supervising and 
co-ordinating health care. In the United States this is often through 
HMOs and other networks of doctors and hospitals. In Canada, 
managed care often takes the form of co-ordinating treatment and 
rehabilitation for customers receiving disability benefits. 


Minimum Continuing Capital and Surplus Requirement 
(MCCSR): A formula to determine the adequacy of an insurance 
company’s capital, specified by the Office of the Superintendent 
of Financial Institutions Canada. 


Morbidity rate: The likelihood that a person of a given age will 
suffer an illness or disability. The premium that a person pays 
for health insurance is based in part on the morbidity rate for that 
person’s age group. 


Mortality rate: The frequency with which death occurs among 
a defined group of people. The premium that a person pays for life 
insurance is based in part on the mortality rate for that person’s 
age group. 


New annualized premium: A measure of new sales, equal to the 
full first-year premium on all sales made during the year. 


Non-participating life insurance: Life insurance issued on 
which policyholders do not share in any surplus earnings distributed 
by the company. No policy dividends are payable. The premium is 
based on an estimate of future costs and investment earnings very 
close to what the company feels most likely to occur, with a margin 
for contingencies and profit. 


OSFI: Office of the Superintendent of Financial Institutions Canada. 
The federal agency responsible for regulating and supervising 
banks, insurance, trust, loan and investment companies and co- 
operative credit associations that are licensed or registered by the 
federal government. 


Participating life insurance: Life insurance on which 
policyholders share in the surplus earnings attributable to the 
participating business. Policyholder dividends can be left on deposit 
in the policy as part of the cash value or can be used to purchase 
additional coverage, pay premiums or make loan payments. 


Persistency: A measure of how long a policy or block of policies 
remains in force. 


Policy liabilities: Amounts set aside today, which when combined 
with future premiums and investment income, will provide for 
future claims and expenses on in force policies. 


Policyholder dividend: A return to the policyholder of his 

or her equitable share of the distributable surplus earning of the 
participating account. Policy dividends are not guaranteed but 
depend on mortality experience, investment earnings and other 
factors contributing to the participating account’s financial position. 


Policyholder surplus: The excess of assets over liabilities in the 
participating policyholder account. 


Premium income: The income from sales of insurance policies 
and retirement savings and income products. 


Reinsurance contracts: These contracts are legal agreements in 
which an insurer (cedant) transfers certain risks on insurance policies 
to another insurance company (the reinsurer). 


Section 401(k) plan: In the United States, a type of employee 
retirement plan established by certain corporations. 


Section 457 plan: In the United States, a type of employee 
retirement plan established by certain tax-exempt organizations. 


Segregated funds: Investment funds managed separately from 
an insurance company’s general funds, on behalf of clients. Unlike 
mutual funds, a percentage of the principal invested may be 
guaranteed in the event of the death of the investor. 


Term life insurance: Insurance which provides protection for a 
specific length of time, such as one, five, 10 or 20 years. Most plans 
allow the policyholder to renew for another term or convert the 
policy to whole life insurance. The cost of term insurance increases 
as the policyholder ages. Term insurance does not generally have 

a cash value. 


Universal life insurance: A whole life insurance product in which 
the mortality, investment and expense factors used to calculate 
premium rates and cash values are stated separately in the policy. 
Expense charges are deducted from the premium, and the balance is 
credited to the policy’s cash value. Each month, the insurer deducts 
mortality costs from the cash value and credits the remainder of the 
cash value with interest. The policyholder can specify the premium 
amount, and change the death benefit after the policy has been 
issued, subject to restrictions established by the company. 


Whole life insurance: Insurance which protects the policyholder 
throughout his or her lifetime, providing death benefits and building 
cash value. The policyholder may borrow funds against the value 
of the policy. The premium paying period may vary, e.g., payments 
may end after 20 years or at age 65. The cash value continues to 


" build after premiums are fully paid. Also called traditional or 


permanent insurance. 
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Shareholder Information 


Registered Office 
100 Osborne Street North, Winnipeg, Manitoba R3C 3A5 


Stock Exchange Listings 

Symbol: GWO 

The Common Shares, First Preferred Shares Series C, D, and 

Class A Preferred Shares, Series 1 are listed on the Toronto Stock Exchange. 
Transfer Agent and Registrar 

Computershare Trust Company of Canada 


11th Floor, 100 University Avenue, Toronto, Ontario M5] 2Y1 
6th Floor, 530 8th Avenue S.W., Calgary, Alberta T2P 3S8 
1500 University Street, Suite 700, Montreal, Quebec H3A 3S8 
2nd Floor, 510 Burrard Street, Vancouver, British Columbia V6C 3B9 
1190-201 Portage Avenue, Winnipeg, Manitoba R3B 3K6 
Dividends 


Common Shares and First Preferred Shares Series C and D — Dividend record dates are usually between the 14th and 17th of 
March, June, September and December. Dividends are usually paid the last day of each quarter. 


Class A Preferred Shares, Series 1 — Dividend record dates are usually between the 14th and 17th of January, April, July and 
October. Dividends are paid on the last day of January, April, July and October. 

Investor Information 
For financial information about Great-West Lifeco Inc., please contact: 


Canadian Operations: Chief Financial Officer (204) 946-7341 
United States Operations: Chief Financial Officer (303) 737-6770 


For copies of the Annual or Quarterly Reports, contact the Secretary’s Office 
(204) 946-8366 or visit our web site: www.greatwestlifeco.com 


Common Share Investment Data* 


Market Price per Common Share ($) Dividends Dividend Dividend 

High Low Close Paid ($) Payout Ratio Yield* * 
2002 39.80 32.49 Mad 0.945 37. 4% 2.6% 
2001 40.04 3035 34.30 0.78 56.2% 2.2% 
2000 42.00 16.70 Bal 0.65 37.8% 2.2% 
1999 Sil5w5) WES Ua)D) 05535 37.1% 2.2% 
1998 MY MS NOS 26.00 0.44 37.6% 2.0% 
1997 19.50 9.98 19.25 0.37 38.1% 2.5% 


@ In September 1998, the Company's common shares were subdivided on a 2 for 1 basis. 1998 and previous year data are presented on a subdivided basis. 


** Dividends as percent of average high and low market price. 
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Designed and Produced by SUTTON JAVELIN Communications Printed-in Canada 


GroupNet, Oasis, Selectpac, Exchange, The Resource Centre, GWLIM, Great-West Life and key design, are trademarks of The Great-West Life Assurance Company. 
* London Life, Freedom 55, Freedom 55 Financial, London Insurance Group, London Reinsurance Group and LRG are trademarks of London Life Insurance Company. 


Quadrus Investment Services Ltd. and design, Quadrus, Quadrus Group of Funds and invest@Quadrus are trademarks of Quadrus Investment Services Ltd. 
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E987 (O2LIFECO}.03/03 A member of the Power Financial Corporation group of companies. 


